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UNEMPLOYMENT PROBLEMS 
(Duluth, Minn., and Superior, Wis.) 


THURSDAY, NOVEMBER 19, 1959 


SreciaL CoMMITTEE ON 
UNEMPLOYMENT PROBLEMS, 
U.S. SENATE, 
Duluth, Minn. 
Present: Hon. Eugene J. McCarthy, Chairman, presiding, Hon. 
John A. Blatnik. 
The Cuarrman. The hearing will be in order. 


CHAIRMAN’S OPENING STATEMENT 


As chairman of the committee, I want to note that we have in the 
chamber Mr. Lawrence C. Merthan, staff director and Mr. Peter 
Gentilini, assistant to the staff director; Mr. Charles Whittimore, 
who is the administrative assistant to Senator McGee, of Wyoming— 
he is here repr esenting the Senator who is on another committee assign- 
ment S, f ant staff director who represents the 
Republican minor ity members of the committee. I regret that Sena- 


tor McNamara, who was scheduled to be here, could not make it 
because of his responsibility for a Senate subcommittee which is 
investigating and conducting hearings dealing with the problems of 
the aged. 

I want to express my appreciation to Congressman Blatnik for his 
taking time to participate in these Senate heari ings here in the Duluth- 
Superior area and in Hibbing and on the Iron Range. 

As you may know, this committee was established by a special reso- 
lution in the Senate in the closing days of this last session. We were 
instructed to conduct hearings ‘and to make studies regarding the 
total problem of unemployment. We have, therefore, in the course 
of approximately 2 months, been holding hearings in Washington and 
throughout the country in order to learn as much as we can about 
the general problems of unemployment. We are concerned with what. 
some economists refer to as “structural unemployment” while others 
refer to it as “technological unemployment,” that unemployment 
which seems to be a product more or less of the operation of our 
extremely complex economy. 

In addition to that we have been making special studies of what 
has been described as “chronic unemployment” in certain areas of 
the country, areas such as the coal-mining fields of Pennsylvania, 
Kentucky, and West Virginia, where there has been prolonged un- 
employment. This in large measure in those areas is a reflection of 
changes in industrial uses ‘of the raw material, which for a hundred 
years has been the basis of that economy. We have tried to select 
areas in the country which seem to have special problems. We held 
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hearings in the city of Detroit, dealing principally with unemploy- 
ment in the automobile industry because, in the judgment of the 
committee and the staff of the committee, this was an industry which 
seemed to reflect conditions prevailing throughout the entire economy. 
It is reflected, of course, in the special problem we have because of 
the steel strike. It has reflected in the past, changes in the buying 
habits of the people of the country. It reflects quite clearly any 
general trend in the economy, either by way of an upswing or of a 
downswing. 
SPECIAL MINNESOTA PROBLEM 


We have chosen this part of Minnesota for a special study because, 
as those of you who live here know, we do have very special problems 
regarding employment and unemployment in this area. The latest 
releases from the Labor Department show approximately 6 percent 
of the total labor force of this country was unemployed in the middle 
of October. 

Long-term unemployment, which for statistical purposes is that 
which has lasted for 15 weeks or more, has remained constant through- 
out recent months at approximately three-fourths of a million workers. 
A number of the unemployed, 1 million out of slightly over 3 million, 
fall into what is called the class of younger workers, those between the 
ages of 15 and 29. 

Here in the Duluth-Hibbing area, unemployment is currently over 
8 percent; and, as you know, it has been running, in some periods since 
the end of World War IT, at a rate as high as 14 percent. The prob- 
lem, of course, is in part the result of national trends and national 
conditions. The problem is also in part the result of seasonal condi- 
tions which prevail here and, of course, in some measure with chronic 
unemployment here in northern Minnesota and in northern Wisconsin. 

So we have come here seeking information and advice from people 
in the labor movement and in industry, and those who hold public 
responsibility, in the hope that, on the basis of that information, we can 
go back and make some recommendations or, at least, give necessary 
information to the U.S. Senate and, I do hope, make some positive 
recommendations. 

I want to, in anticipation of the testimony which we will receive 
here today, express in the name of the U.S. Senate my appre- 
ciation to those of you public officials and private citizens, labor leaders 
and men from industry and finance who have taken the responsibility 
to prepare testimony and to come here to be witnesses before this 
committee. 

We have scheduled, as the first witness, Hon. Clifford Mork, the 
Mayorof Duluth. Mr. Mayor. 


STATEMENT OF HON. E. CLIFFORD MORK, MAYOR OF THE CITY OF 
DULUTH, MINN. 


Mayor Mork. It is my privilege as mayor to welcome the Honorable 
Senator McCarthy, Congressman John Blatnick, and the honorable 
committee members, representatives and staff to our city, and to ex- 
press our appreciation for your interest in our city. 

We in Duluth are proud of our community and feel that we are 
rich in natural resources upon which to build a prosperous future. 
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Our Arrowhead Country is nationally known vacation land; our newly 
developed seaport provides outstanding dock and terminal facilities 
for American as well as foreign shipping; railway facilities tie us to 
any part of our country or Canada; and we have a good supply of 
well trained, capable and energetic labor, both male and female. 

We are justly proud of the initial results of our first year’s experi- 
ence with the seaway. Likewise, we recognize the potential gains to 
this area upon completion of the Duluth-Superior high bridge; the 
acquisition of natural gas; the continued growth and expansion of our 
branch of the University of Minnesota and of our local U.S. Air Force 
base. These all represent positive advances in our industrial makeup. 
Our problems, employmentwise, stem primarily from two factors: 
First, the seasonal factor caused by the winter closedown of iron ore 
shipping and construction, resulting in the layoff of several thousand 
workers each year fora period of from 4 to 5 months; and second, 
the fact that we have lost since 1948, 6 or 7 sizable industries 
which represented approximately 4,200 year-around jobs. Some of 
these industries terminated operations, others moved to new locations. 
We have been unable to attract sufficient new industries, particularly 
in the manufacturing field, which would provide as many year-around 
jobs. 

While the seasonal factor has been present in Duluth throughout 
our history, it becomes more serious in our modern society because of 
the higher cost of living and the dependence of all of us on a regular 
income. To me, the primary objective of our planners must be to 
seek ways and means to smooth out seasonal fluctuations in employ- 
ment to encourage and attract new industries which can utilize our 
natural resources and provide year-round payrolls and to plan long- 


range public improvements which could be timed to alleviate employ- 
ment fluctuations. 

I have made my remarks very general, since I realize that you are 
to hear testimony from various experts who will represent labor, indus- 
try, and Government during these hearings. 


SPECIFIC RECOMMENDATION 


There are, however, a number of specific recommendations which I 
will make very briefly, and which I will elaborate on at the end of the 
hearings, if they are not covered completely by other witnesses. 

(1) We feel that your committee should instigate or cause to be 
instigated a complete and thorough investigation with respect to rail 
free-time car demurrage. We get 2 days; Milwaukee gets 7 days. 
Milwaukee and Green Bay also get car-absorption costs; Duluth does 
not. This is discriminatory. We are making a strenuous effort to 
take full advantage of the St. Lawrence Seaway to improve the indus- 
trial, shipping, and distribution climate of our area. A petition is 
now before the Interstate Commerce Commission in connection with 
the car-demurrage and rail-car absorption cost. 

(2) It has long been the announced policy of the Federal Govern- 
ment to award Government contracts to areas that have unemploy- 
ment problems. To my knowledge, we have not been the beneficiary 
to any significant extent of such awards. It is our feeling that your 
committee should investigate or cause to be investigated this policy of 
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the Government with a view to determining what can be done to make 
this policy one of action instead of words. In Duluth we have a 
highly skilled labor force and excellent managerial force and many 
facilities which could be used to produce items that are required for 
our Nation’s defense. If it is in fact the policy of our National Gov- 
ernment to give high priority to those areas that have unemployment 
problems, something should be done to see that this policy is imple- 
mented here. 

(3) A number of industries in our community have been taken over 
by outside ownership and have then been closed, even though at the 
time that they were closed they were operating on a profitable basis. 
In part, at least, this has been done as a result of existing tax policies 
which encourage this kind of operation. It is our feeling that these 
tax policies should be examined to discourage this type of financial 
speculation. 

Again I wish to express our appreciation to your committee for com- 
ing to Duluth and sincerely hope that constructive legislation and ad- 
ministrative changes will be forthcoming as a result of your activities. 

Chairman McCartuy. Thank you very much, Mayor. 

I have noted that you are acting before the Interstate Commerce 
Commission on the question of demurrage. I would appreciate it if 
you would have whoever is in charge file any briefs or information 
regarding that special problem with the committee. 

Mayor Mors. I havea copy of the actual action, which we can make 
a matter of record. 

Chairman McCarrny. We have other testimony regarding prob- 
lems of placing defense contracts. We have recommendations from 
many parts of the country that the present law, establishing the condi- 
tions under which contracts may be let in areas of excess unemploy- 
ment—that that policy be considerably liberalize. There is also the 
matter of taxation. This particular problem is under examination by 
the Ways and Means Committee at this time. It’s been under exam- 
ination before. I don’t know how optimistic we can be for any signifi- 
cant changes which may take place because of the complexity of the 
problem but, in any case, if there is any consolation in it, Congress 
seems to be giving more attention to it now than it has in the last 2 
or 3 years. 

Mayor Mork. Very good. We know that you are personally inter- 
ested, Senator McCarthy, and we appreciate all that you have done and 
all that you will do. 

Chairman McCarruy. Thank you, sir. 
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PETITION BEFORE ICC 


(Copy of petition referred to in Mayor Mork’s testimony is as 
follows:) 


Repty oF DULUTH CHAMBER OF COMMERCE, SEAWAY-DULUTH PoRT AUTHORITY, 
AND SUPERIOR BOARD OF HARBOR COMMISSIONERS TO PETITION FOR RECONSIDERA- 
TION, REHEARING, AND POSTPONEMENT OF EFFECTIVE DATE FILED BY MINNE- 
APOLIS, St. PAUL & Sautt Ste. Marte Rartway Co.; CH1caco, MILWAUKEE, Sr. 
Paut & Pactric RaILRoaD Co., AND CHICAGO & NORTH WESTERN RAILWAY Co., 
AND TO PETITION OF GREAT NORTHERN RAILWAY CO. AND NORTHERN PACIFIC 
RAILWAY Co. FOR RECONSIDERATION AND REHEARING AND MODIFICATION OF THE 
OrpER OF JULY 9, 1959 


BEFORE THE INTERSTATE COMMERCE COMMISSION 


CHICAGO REGIONAL Port District, ET AL. v. THE ATCHISON, TOPEKA, AND SANTA 
Fre RaILway COMPANY, ET AL. 


ICC Docket No. 32023 


REPLY OF DULUTH CHAMBER OF COMMERCE, SEAWAY-DULUTH PORT AUTHORITY, AND 
SUPERIOR BOARD OF HARBOR COMMISSIONERS 


TO 


PETITION FOR RECONSIDERATION, REHEARING, AND POSTPONEMENT OF EFFECTIVE DATE 
FILED BY MINNEAPOLIS, ST. PAUL & SAULT STE. MARIE RAILWAY CO., CHICAGO, MIL- 
WAUKEE, ST. PAUL & PACIFIC RAILROAD CO., AND CHICAGO & NORTH WESTERN 
RAILWAY CO., 

AND TO 


PETITION OF GREAT NORTHERN RAILWAY CO. AND NORTHERN PACIFIC RAILWAY CO. FOR 
RECONSIDERATION AND REHEARING AND MODIFICATION OF THE OKDER OF JULY 9, 
1959 


Come now your petitioners, Duluth Chamber of Commerce, Seaway-Duluth 
Port Authority, and Superior Board of Harbor Commissioners and respectfully 
request denial of petition for reconsideration, rehearing, and postponement of 
effective date by the Minneapolis, St. Paul & Sault Ste. Marie Railway Co., 
Chicago, Milwaukee, St. Paul & Pacific Railroad Co. and Chicago & North 
Western Railway Co., as well as petition of Great Northern Railway Co. and 
Northern Pacific Railway Co. for reconsideration and rehearing or alternatively 
for a modification of the order of July 9, 1959, herein, and in support of their 
request respectfully state: 

I 


The petition of the Great Northern Railway Co. and the Northern Pacific Rail- 
way Co. for reconsideration and rehearing or for modification of the order of 
July 9, 1959, in the alternative should be denied. They are not defendants and 
obviously no order entered in this proceeding can run against them. (See Mayo 
Shell Corp. v. Chicago, Rock Island & Pacific Railroad Company, 293 I.C.C. 243 
(246), and Pacific States Cast Iron Pipe Co. v. Chicago, Milwaukec, St. Paul & 
Pacific Railroad Company, 293 1.C.C. 441 (444).) Compliance with the order by 
the Minneapolis, St. Paul & Saulte Ste. Marie Railway Co., Chicago, Milwaukee, 
St. Paul & Pacific Railroad Co., and the Chicago & North Western Railway Co., 
by publishing 7 days demurrage free time at Duluth-Superior on export traffic 
might be a source of embarrassment to the Great Northern Railway and the 
Northern Pacific Railway, but leaves them free to exercise their own discretion 
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in publishing the 7 days free time at Duluth-Superior or refusing so to do. 
The grounds which these petitioners urge for reconsideration are substantially 
the same as those raised by the Minneapolis, St. Paul & Sault Ste. Marie Railway 
Co., Chicago, Milwaukee, St. Paul & Pacific Railroad Co., and the Chicago & 
North Western Railway Co. and will be dealt with hereafter. 

Both groups of western railroad petitioners urge, as grounds for reconsidera- 
tion, that the Commission’s order herein may not be construed to apply to Great 
Lakes ports other than Chicago because so to do would bring the order beyond 
the scope of the issues raised in the complaint. They further urge that the Com- 
mission’s order does not apply to western defendants at Great Lakes ports other 
than Chicago and that the evidence adduced in this proceeding, as to demurrage 
rules and practices at Duluth-Superior, is inadequate. <A great deal of space is 
devoted in both petitions to the dire results which would follow according 7 days 
free time on export shipments of grain moving from Duluth-Superior and the 
disastrous effects which 7 days free time, if accorded at these ports, would have 
on the car supply of the western railroads and their ability to move the western 
grain crop to western primary markets. 


II. THE ORDER AS APPLIED AT DULUTH AND SUPERIOR IS WITHIN THE SCOPE 
OF THE ISSUES RAISED IN THE COMPLAINT 


The petitioning rail carriers would limit the scope of this proceeding to 
the Chicago complaint and the definitions of the issues contained therein 
by the examiner on the opening date of the hearing together with the 
statement of the chief witness for the Chicago complainant that the named de- 
fendants were rail carriers serving the Chicago port area. In so doing, of course, 
they overlook the effect of the Commission’s order of October 1, 1956, in service 
order 914 wherein, in denying various petitions for reconsideration and public 
hearing and the institution of an investigation of that service order the Commis- 
sion stated that the instant proceeding, docket 32023, involved issues similar to 
those raised by service order 914 and afforded an opportunity to the petitioners 
in service order 914 to submit their views and arguments on the issues in the 
proceeding in docket 3203. It is respectfully submitted that the effect of that 
order was to bring within the issues in the instant proceeding the question of 
the free time accorded by the defendants in the Chicago Regional Port District 
case at all ports served by them. The logic of such reasoning is inescapable 
because the compelling reason for the according of free time at any ports beyond 
the time accorded on domestic traffice arises because of the uncertainty of vessel 
arrivals. What is true at Chicago in this respect is equally true at all Great 
Lake ports. 

Furthermore the proposed report of Examiner Burton Fuller served on the 
parties August 16, 1957, recommended that the Commission find “that the 
present tariff regulations in effect at Chicago and all Great Lake and river ports 
providing for the assessment of demurrage charges commencing 48 hours after 
the first 7 a.m., after delivery or constructive placement of the car are unjust 
and unreasonable.” The western railroad defendants who are petitioners here 
did not file exceptions to the examiner’s report. In fact they did nothing until 
September 23, 1959, when, in violation of section 101(e) of the Commission’s Rules 
of Practice, they filed a petition for a 90-day postponement of the effective date 
of the order to file petitions for reconsideration, etc., on the grounds that the 
matter had just come to their attention. We suspect that any fears they might 
have had as to the order running against them, if such apprehensions existed, 
were removed by the order of division 3 of January 22, 1959, running only 
against the eastern defendants. 

Petitioning western railroads urge reconsideration on the grounds that the 
Commission has consistently refused to consider issues not raised in the complaint. 
In the first place, the Commission has already decided that the particular issue 
referred to is raised by the complaint. Secondly, matters related to issues directly 
raised by complaints have always been considered. For example, in Stearns 
Coal & Lumber Co., Inc. v. Aberdeen & Rockfish Railroad Co. (216 1.C.C. 780, at 
p. 793), itis stated : 

“The Commission may consider an interrelated rate adjustment in its entirety 
in determining an issue of unlawfulness presented by a complaint directed against 
a part thereof.” 

Again, in California Cotton Oil Corp. v. Alton Railroad Co. (256 I.C.C. 733), 
where the complaint alleged that rates charged on soybeans from Illinois, Iowa, 
Missouri, Kansas, etc., to Los Angeles, there milled in transit and the cake or 
meal reshipped to points in California and Oregon were unreasonable and 
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defendants raised objections to the consideration by the Commission of rates 
from and to the same points with milling in transit at Oakland, Calif., rather 
than Los Angeles, it was held that consideration of evidence in support of the 
intervenor’s contention did not unduly broaden the issues. Again in Bauer € 
Black v. Atchison, Topeka & Santa Fe Railway Co. (279 1.C.C. 99), where the 
complaint did not refer to shipments in Illinois classification territory and the 
evidence contained references to tariffs subject to Illinois classifications and 
exceptions, consideration of rates in that territory were held not to result in 
substantial broadening of the issues. In New York Central & H. R. R. Co. v. 
Interstate Commerce Commission (16 H. Fed. 131), it was held that the Com- 
mission is an administrative tribunal dealing with practical problems, and so 
long as parties affected by its orders are fully heard it can grant such relief 
as is called for by the facts shown, even though presented by evidence technically 
outside the issues raised by the pleadings, but which are germane to the subject 
matter of the investigation. 


III. THE COMMISSION’S ORDER HEREIN APPLIES TO WESTERN DEFENDANTS AT ALL PORTS 
SERVED BY THEM 


The western railroads would persuade the Commission that its order applies 
to the western defendants only to the extent that they serve Chicago. It is 
respectfully submitted that the Commission has already determined that the order 
applies at all Great Lakes ports by its order of July 9, 1959, in which it denied a 
petition of eastern defendants for reconsideration of the report and order of 
division 3 herein, which petition urged, among other things, that the order of 
division 3 erroneously required the eastern railroaGs to establish 7 days free 
time at ports not in issue. The contention of these eastern railroads as set 
out on pages 9 and 10 of their petition of April 1, 1959, follows: 

“The order of division 3 erroneously requires the eastern railroads to establish 
7 days free time at ports not at issue. 

“The complaint herein brings into issue the lawfulness of the rules governing 
free time allowance and accrual of demurrage for the detention of cars loaded 
with export traffic at the port of Chicago, and the issues brought before the 
Commission by that complaint concern the port of Chicago exclusively. While 
commercial interests at other Great Lakes ports intervened in support of com- 
plainants, their intervention could not broaden the issues. (See Swift & Co. v. 
A.T. & S.F. Ry. Co., et al., 68 1.C.C. 157 (1922); Mandeville Mills, et al., v 
Alabama Central R.R. Co., 226 1.C.C. 391 (1938) ; Frank Brenner, et - Vv. &.6:¥. 
Ry. Co., et al., 178 1.C.C. 591 (1931) ; and Inland Box Corp., et al., v. A. & L.M. 
Ry. Co., et al., 163 1.C.C. 17 (1930).) 

“Moreover, the order herein is directed against eastern railroads serving other 
ports on the Great Lakes. This is a complaint proceeding rather than a general 
investigation and the order herein can be directed only against the defendants 
herein and only in respect of the issues tendered by the complaint. Not only are 
the issues limited to Chicago, but neither complainants, intervenors, or defendants 
adduced any evidence in respect to the factual situation at Great Lakes ports 
on Lake Erie. Clearly, an order directed against ports other than Chicago is 
beyond the scope of this proceeding and without support in evidence.” 

Western railroads now petitioning the Commission for reconsideration of 
its order in substance urge reconsideration on the same grounds as that urged 
by the eastern railroads set out above, which were denied by the Commission’s 
order of July 9,1959. Their petition should also be denied. 


REAL MOTIVE OF RAIL PETITIONERS’ ATTEMPT TO AVOID COMPLIANCE WITH THE ORDER 
HEREIN IS THEIR UNJUSTIFIED FEARS OF THE RESULTS ON THEIR OPERATIONS AND 
REVENUES OF 7 DAYS’ FREE TIME ON EXPORT GRAIN AT DULUTH AND SUPERIOR 


Your petitioners respectfully submit that the real reason western defendants 
by their petitioners seek to avoid compliance with the order herein rises out of 
their mistaken and unjustified assumption that the application of 7 days’ free 
time on export grain at Duluth and Superior would result in undue detention of 
boxcars at those ports and contribute materially to boxcar shortages which are 
alleged to periodically result in the producing area west of Duluth. This is con- 
clusively shown by the offer of western railroad defendant petitioners to volun- 
tarily publish 7 days’ free time on export traffic at all Great Lakes ports which 
they serve if the order herein were indefinitely postponed for the purpose of sub- 
mitting a petition for reconsideration, specifically stated in the following lan- 
guage in their telegram to the Commission of October 15, 1959: 
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“As a condition to granting postponement, petitioners are willing to voluntarily 
publish 7 days’ free time on export traffic at all Great Lakes ports which they 
serve except on bulk commodities loaded in open-top equipment and on grain.” 

Western rail petitioners magnify out of all proper proportion the effect of the 
7-day free time rule on grain at Duluth-Superior. This is evidenced by a reci- 
tation on page 15 of western defendants petition of the number of car days and 
potential per diem liability in the event the equivalent number of cars for grain 
exports through the twin ports so far this year had been held for 7 days. Western 
rail petitioners are justifiably concerned as to the adequacy of the car supply 
to move the western grain crop. Your petitioners share this concern, but it by 
no means follows that the extension of 7 days’ free time on export grain will 
have the effect feared by the western railroads. 

In the first place, not all grain receipts at Duluth-Superior are entitled to 7 
days’ free time because by no means all such receipts even eventually find their 
way into export trade. Only export grain traffic is entitled to 7 days’ free time 
under the Commission’s order herein. Certainly the traffic officers of these 
western rail petitioners, who are experienced and well versed in dealing with 
the grain trade, with the advice of astute and learned counsel filing the petitions 
to which this reply is directed, could frame a rule properly differentiating be- 
tween export and domestic grain within the framework of the Commission’s 
order in this proceeding. Such a rule would, while according the grain trade 7 
days’ free time in instances to which it was entitled to that free time, and obviate 
the dismal results which western rail petitioners apprehend with respect to un- 
due delay of cars and the boxcar supply in the West. 

Both Chicago and Duluth have become important export grain markets. 
Western rail defendants voluntarily published free time at Chicago on grain 
as well as other commodities. Were there any practical basis for rail petitioners, 
fears as to the effect of 7 days’ free time on export grain at Duluth it is past com- 
prehension why that same result would not obtain at Chicago. These carriers 
have no qualms about permitting grain from the country to Duluth or Minneapo- 
lis being reconsigned to Chicago and there receiving 7 days’ free time when 
going into export, despite the additional turnaround time required in moving 
ears to and from Chicago. 

On page 17 of the petition of western defendants reference is made to the dif- 
ficulty in policing rules provided for free demurrage on export grain traffic at the 
twin ports to insure that free time was allowed on export grain and not on 
grain which subsequently moved into domestic trade. We are constrained to 
observe that the difficulty in policing rules under no circumstances can be prop- 
erly urged as an excuse for not publishing such rules when required by the 
circumstances in any given case. 

Rail petitioners suggest that movement under present demurrage rules and 
loading into lake vessels for domestic movement is no different than for loading 
into foreign ships at Duluth. Unfortunately this is not the case. The uncer- 
tainty of arrival time of foreign vessels poses an entirely different problem in 
that they may come from distances of 3,000 miles or more, traversing the St. 
Lawrence Seaway locks, which is entirely different than a shuttle movement 
between Duluth and Buffalo, for example, where elapsed time for the sailing is 
normally no more than 5 days. Furthermore, ocean ships in many Cases require 
grain fitting and bulkheading at the port of origin whereas domestic lake grain 
is loaded directly into the vessel’s hold. 


CONCLUSION 


It is manifest that the only reason western rail petitioners seek reconsideration 
of the Commission’s order of July 9, 1959, herein is the unjustified apprehension 
they have as to the effect of 7 days’ free time on export grain shipments from 
Duluth and Superior. A rule properly differentiating between export and domes- 
tic rail receipts at Duluth-Superior will result in little or no car delay or effect 
on the car supply. The order applied at Duluth-Superior is within the scope 
of the issues raised in the complaint and now applies to western defendants 
at Great Lakes ports served by them. The petitions should be summarily 
denied. 

Respectfully submitted. 

DULUTH CHAMBER OF COMMERCE. 
SeAwaAy-Driutra Porr AUTHORITY. 
SUPERIOR BOARD OF HARBOR COMMISSIONS. 
Rosert H. SMItTuH, 

Registered Practitioner. 
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CERTIFICATE OF SERVICE 


I hereby certify that I have this day served the foregoing document upon all 
parties of record by mailing by first-class mail a copy thereof properly addressed 
to each such party. 

Dated at Duluth, Minn., this 16th day of November 1959. 

Rosert H. SMIrH, 
Duluth, Minn. 

The second witness is Hon. Lawrence Hagen, mayor of Superior. 

We want to welcome you here. Although we are holding the hear- 
ings on this side of the bay and the harbor, we appreciate your coming 
and talking to us. 


STATEMENT OF HON. LAWRENCE M. HAGEN, MAYOR OF THE CITY 
OF SUPERIOR, WIS. 


Mayor Hagen. Senator McCarthy, and the Committee on Unem- 
ployment Problems, Congressman Blatnik: Although being on the 
other side of the river here, we are practically becoming a blended 
community, with the advent of our new highway. 

Congressman Biatnix. Mayor, the record will show how truly right 
youare. The Federal Government approved the Interstate Highway 
System across the bay, which is the bridge route, on the grounds that 
the area, Superior and Duluth, should not be divided by an artificial 
boundary—but that the the Head of the Lakes area should be treated 
as an entity, as a unit, both from the economic sense and also from 
the standpoint of defense. On the basis that the Head of the Lakes 
should be treated as an area, as an entity in the national interest, the 
Federal Government approved expenditures of 90 percent Federal 


funds for the high bridge. You are very correct in saying we are 
not two separate units up here. 

Mayor Hacen. Well, gentlemen, in speaking of the city of Superior, 
its surrounding community and its environmental climate, we have 
adequate housing facilities, transportation service, hospitals, school 
plants, recreational areas, parking facilities, street lighting, vast water 
supply, natural Bas, electricity, sewage disposal, police and fire pro- 


tection, active planning commission, zoning board to promote good 
land use and public health, morals, safety and prosperity of the com- 
munity. We have good social environment. We have efficient 
municipal services. 

The city of Superior and the county of Douglas, Wis., have a popu- 
lation of 46,715 persons: they are 1.30 percent of the State population. 
of 3,434,575, as of the 1950 census. 

According to a 1959 statistical report of the department of taxation, 
equalized value of Douglas County is $121 million and the total value 
of the State is $17,940 million or a percentage of two-thirds of 1 per- 
cent of the State valuation with 114 percent of the population. 

Figures reveal that taxes based on income amount to eight-tenths 
of 1 percent among the 114 percent of the State’s population. 

Nine percent of the State’s population is over 65 years of age while 
Superior and Douglas County have 9%» percent or 466 persons more 
than any other comparable area in the State. 

Douglas County had 2145 percent of the State’s total public assist- 
ance recipients in August 1959, which in terms of dollars amounted 

47557—60—pt. 42 
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to $104,000 for the above month or 195499 percent of the State’s total 
costs. 

We find that 17,853 people out of 46,715 are on our labor forces, or 
about 38 percent while the State average during the same period was 
5214 percent. This local emphasis does not imply that any attempt 
to deny that many of the problems involved in the achievement and 
maintenance of a high level of employment are problems which must 
or could be entirely solved at the national level. 

It is obvious that the forces which bring about a decline in economic 
opportunity within our community, or which has subjected it to 
violent changes from the days of fur trading and lumbering to the 
present-day ups and downs of the business cycle, are to a considerable 
extent outside of the control of our community. 

The success attained and the assistance given our community in pro- 
viding a fuller and more prosperous life for its citizens will depend 
ultimately upon the intelligence with which its particular problems 
are analyzed and upon the courage and vigor with which those prob- 
lems are attacked toward the alleviation of unemployment. 


REQUEST FOR FEDERAL ASSISTANCE 


In face of the foregoing circumstances, I would like to recommend 
to this honorable body that due to economics conditions extremely 
beyond local control to this date, and until such time that through 
community effort and cooperation we may be able to improve our posi- 
tion, it would be well for the senatorial committee to recognize the 
fact that this is a highly distressed area and in doing so recommend 
the recognition of the Superior-Duluth community for governmental 
support work. 

And, being in such a position, include it as being eligible for such 
Government supported work as small maritime shipbuilding due to 
the fact that we have a large number of available unemployed person- 
nel who are former shipbuilders. 

I want to thank you, gentlemen. 

Chairman McCarruy. Mayor Hagen, the rate of unemployment in 
Superior is approximately the same as it is on this side of the bay, 
isn’t it; somewhere around 8 to 10 percent ? 

Mayor Hagen. I would presume it’s approximately that, although 
I had figures last spring before navigation opened that the available 
workers, unemployed, were over three times the national average, 
about 18 percent. 

Chairman McCarruy. About 18 percent? 

Mayor Hacen. More than 18 percent. 

Chairman McCarruy. This has been the history of Superior 
throughout the last 15 or 20 years, excluding the wartime period. 

Mayor Hacen. Since the forepart of the thirties, Superior and 
Douglas County, and undoubtedly the northern part of Minnesota 
and northern part of Michigan, have been or were classified at various 
times as, you might say, “black areas,” insofar as employment and eco- 
nomic potential is concerned. 

Chairman McCarruy. In wartime, the industries and the work 
performed in the area are vital. You had full employment in war- 
time. 
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Mayor Hagen. During the war effort, the First World War, ship- 
building was the primary place of employment. Of course, the rail- 
roads—we’re primarily a transportation center. We're one industry 
completely. The heart of the area, as you know, is the mining; and, 
in turn, the transportation facilities are the basic industry here. While 
the mining is down, naturally transportation is down, everybody is 
down. 

Chairman McCartuy. Do you have any industries that tend to take 
up in the slack in the off season ? 

Mayor Hacen. We have practically none except in the wintertime, 
ship repairs which came about a few years ago after the Second World 
War. 

Chairman McCarruy. John, do you have any questions? 

Thank you very much. 

Mayor Hacen. Thank you, gentlemen. 


REPRESENTATIVE OF SENATOR HUMPHREY 


Chairman McCartruy. We have a representative of Senator 
Humphrey here who wishes to make a statement in behalf of the 


Senator. This is Mr. Jack Flynn, of Senator Humphrey’s staff. Mr. 
Flynn. 


Mr. Frynn. Mr. Chairman, Congressman Blatnik, I just want to 


read into the record a letter addressed to you as chairman from 
Senator Humphrey. 


(The letter from Senator Humphrey is as follows:) 


Dear Mr. CHAIRMAN: Speaking engagements which I had scheduled prior to 
to the formation of your committee unfortunately make it impossible for me to 
attend your hearings scheduled for Duluth and Hibbing on November 19 and 20. 
I have, however, prepared the attached statement which I would appreciate 
having included in the printed record of the Duluth hearing. 

I have requested my legislative counsel, John Flynn, to attend both the Duluth 
and Hibbing hearings on my behalf. I only regret that I will not be able to take 
part myself. 

Best wishes for a most successful hearing. 

Sincerely yours, 
Husert H. HUMPHREY. 


T’d like to ask consent, Mr. Chairman, that the statement be made 
part of the printed record of this hearing. 

Chairman McCarrtuy. The statement will be included in the record. 

(Prepared statement of Senator Hubert H. Humphrey, Democrat, 
of Minnesota, is as follows :) 


PREPARED STATEMENT OF SENATOR HUBERT H. HUMPHREY, DEMOCRAT, OF 
MINNESOTA 


Mr. Chairman, I want to thank this committee for affording me the opportunity 
to present this statement on the very important and timely issue of unemploy- 
ment. I know that this series of hearings is going to throw new light on this 
problem. As a Member of the Senate I am looking forward to this committee’s 
report in which it analyzes the problem and in which it will set forth its 
recommendations. 

An examination of the unemployment figures over the past 6 years reveals the 
disturbing fact that unemployment has been steadily rising to higher levels. 
Prior to the 1953-54 recession, the number of unemployed workers averaged 
around 2 million, or a little more than 3 percent of the civilian work force. 
Following this recession, the average number of jobless workers totaled almost 
3 million, or over 4 percent of the labor force. 
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The number of unemployed had risen almost 1 million over the prerecession 
years, 1951-53, and in percentage terms it rose from 3 percent to over 4 percent. 
The recent recession of 1957-58 saw unemployment soar to well over 5 million 
workers, and despite the recovery since the latter part of 1958 we have averaged 
in recent months around 3% million jobless workers, more than 5 percent of the 
work force. 

UNEMPLOYMENT RISING 


So we see that the level of unemployment has been rising to ever higher pla- 
teaus. The latest figures show that the seasonally adjusted rate of unemploy- 
ment is 5.6 percent. This, mind you, in a time when the gross national product 
is approaching an unprecedented figure of nearly $500 billion a year. 

The danger inherent in such a high level of unemployment during a period 
such as this is quite apparent. With unemployment at 3.5 million even now, a 
recession would most certainly result in at least 6 million or more jobless 
workers—the highest number since depression days of the thirties. The effect 
on the country of such a high number of unemployed would be to seriously 
endanger the economy. 

There are many reasons for this rising level of unemployment. The most 
important single reason is that the economy has not grown at a rate sufficient to 
provide job opportunities to those who are entering the labor force as well as to 
provide employment for workers who have been displaced due to automation 
and other technological changes. This failure is due primarily to the fiscal and 
monetary policies of the present administration. 

The tight money policy as advocated by this administration and its zealous 
determination to slash Federal public expenditures has held back the growth 
rate of the economy and has directly contributed to rising unemployment. The 
administration’s position has been based on the fallacious theory that rising 
prices are due almost exclusively to “excessive wage demands.” Therefore, the 
administration argues the way to hold down such so-called excessive wage 
demands is to avoid a “labor shortage” created by easy money policies and 
larger public expenditures. 

Over 2 years ago, on the Senate floor, I pointed out that the administration 
deliberately had set out to bring about a recession through its restrictive fiscal 
and monetary policies. In accordance with the administration’s recession blue- 
print, the money supply was held back and interest rates rose to the highest level 
in 25 years. Coupled with tight money were drastic cuts in the Federal budget 
amounting to over $2 billion from what the President had asked of the Congress 
in January of 1957. 

I believe the stage is again being set for what might well result in another 
serious recession and higher levels of unemployment. Credit is once again be- 
coming tight and interest rates have gone to even higher levels than they did in 
the past recession. Coupled with this is the plan of the administration to slash 
public spending. 

We are already beginning to see indications of the results of the adminis- 
tration’s tight money, high interest rate policies. Only this last week it was 
forecasted by the authoritative F. W. Dodge Corp., construction news agency 
and analysts, that contracts for new construction throughout the United States 
will decline next year from the total for 1959. This drop, although only amount- 
ing to 1 percent, would be the first such drop since the end of World War II. 
It is estimated that private and public housing starts, for example, will decline 
by 10 percent from the estimated 1959 total. According to this report financing 
difficulties are blamed for most of the decline. 

And these financing difficulties are due to the tight money policy, as advocated 
and defended by the administration. And I predict that if the administration 
persists in such fiscal and monetary policies that we will be seeing more and 
more indications of the economy beginning to level off and then to drop back— 
just as we saw a few years ago. 

I had hoped, Mr. Chairman, that the administration would have learned a 
llesson from the past recession. The administration argued that we had to 
hold down the money supply and public expenditures to stop the rise in the 
eost of living. Yet during its tight money policies and cutbacks on public 
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spending leading up to the recession, the cost of living soared in this country 
to new alltime highs at a record peacetime rate. It became quite apparent that 
we were not in a situation in which we had too many dollars chasing too few 
goods as the administration maintained. Quite the contrary, a large portion 
of our productive force and skilled workers were left idle. 

I shall not at this time go into a detailed discussion of inflation, but I think 
the record fully justifies me in stating that the basic premise behind the admin- 
istration’s fiscal and monetary policies has been proven erroneous. 

Yet today the administration is once again pursuing the same course of 
action which will hold back the economy and might very well plunge us into 
another recession and resulting high unemployment. 

As a result of the administration’s policies, we have an army of unemployed 
numbering over 3 million, interest rates of the country are at the highest point 
since 1933, the public needs of the country are being neglected, and the value 
of the dollar continues to fall. 

I cannot agree with the administration that there is nothing to worry about 
when over 3 million able workers cannot find employment. I cannot go along 
with its lack of concern over ever-rising interest rates. And I cannot agree 
with its position that it is in the best interest of the country to be devoting a 
smaller and smaller portion of our gross national product for public programs 
such as education, medical research, hospitals, conservation, and other programs 
to promote the general welfare. 

It is 18 years since the Congress passed the Employment Act of 1946, in 
which it was declared to be the policy of our Government to “promote maximum 
production, employment, and purchasing power.” This administration has 
failed to carry out the intent of that act. During the period of almost 7 years 
under this administration we have seen the economy operate far below maxi- 
mum production levels; we have seen unemployment rise to higher and higher 
levels; and we have seen the purchasing power of the dollar continually drop. 

I am confident that this committee will carefully consider the impact which 
such restrictive monetary and fiscal policies have had upon employment. 

I am firmly convinced that if we are to have the economic growth which is 
required in this country in order to fully utilize our skilled manpower, it is 
essential that the present fiscal and monetary policies be changed. 

First of all, I think it is mandatory that the restrictive tight money policy 
which is currently being followed by the Federal Reserve and condoned by the 
administration be lifted. It is worthy to note that the money supply in rela- 
tion to the overall gross national product is the smallest it has been since 1929. 
Since 1953 there has been a continuous decline in the supply of money as com- 
pared to the gross national product, accompanied by a steady increase in the 
level of unemployment. 

Secondly, I feel that the Federal budget should be geared to the needs of the 
Nation, which include sufficient economic growth to utilize our working force. I 
am not advocating unbalanced budgets, but I am not willing either to accept the 
notion of the administration that the only consideration is to maintain a balanced 
budget. There are many other considerations which are just as important. Not 
the least of them being a fiscal policy designed to promote sound economic growth 
at a rate sufficient to employ America’s work force. 

Turning now to the field of specific legislation, I would like to discuss specific 
bills now before the Congress designed to aid the unemployed and to alleviate 
the high level of unemployment. 


AREA REDEVELOPMENT ACT 


The first bill to which I refer, and which I joined in sponsoring, is S. 722, the 
Area Redevelopment Act. This bill passed the Senate this year and was favor- 
ably reported with certain amendments by the House Committee on Banking and 
Currency. It has unfortunately been held up by the Committee on Rules, but I 
am hopeful that the bill will be sent to the floor of the House for its consideration 
in the second session of the 86th Congress. 

The basic purpose of this legislative proposal is to provide Federal assistance 
for areas needing econemic redevelopment so that they may expand their eco- 
nomie activities and alleviate the substantial unemployment and underemploy- 
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ment which prevail within such areas. This would be accomplished by assisting 
communities, industries, enterprises, and individuals to create new employment 
opportunities by developing and expanding new and existing facilities and re- 
sources without substantially reducing employment in other areas of the United 
States. 

Two types of redevelopment area would be designated, industrial and rural. 
The designation of an area as a redevelopment area would be necessary before 
such an area could receive any of the forms of assistance as provided in this 
legislation. : 

An industrial redevelopment area would be an industrial area in the United 
States in which it is determined that there has existed substantial and persistent 
unemployment over an extended period of time. 

Rural redevelopment areas would encompass those rural areas in the United 
States in which it is determined that there exists the largest number and per- 
centage low-income farm families and a condition of substantial and persistent 
unemployment or underemployment. 

I also wish to point out that in the bill as approved by the Senate we were 
successful in having included therein a section providing priority of consideration 
for designation as industrial redevelopment areas those areas containing in- 
dustries adversely affected by reduction of trade barriers under the Trade Agree- 
ments Extension Act of 1951. I consider this provision a most important and 
constructive proposal. As one who has consistently supported free trade policies, 
I firmly believe that we must find some way in which to aid the industries and 
the workers in industries which are adversely affected by the lowering of tariffs. 
I have in the current and past Congresses proposed legislation known as the 
Trade Adjustment Act to aid the workers and the industries which are adversely 
aifected by lowering of tariffs. The section in the Area Redevelopment Act, to 
which I have just referred, although more limited than my original proposal, 
is a step in the right direction. 

The Area Redevelopment Act as it passed the Senate provides $100 million for 
plant loans and participation in industrial redevelopment areas, and $100 million 
in rural dedevelopment areas. It also provides $100 million for public facility 
loans with the amount of the Federal participation in such loan limited to a 
maximum of 65 percent of the total cost of the project. The interest rate on 
such loans as provided in the Senate bill could not exceed the current average 
yield on outstanding U.S. obligations of comparable maturities, plus one- 
fourth of 1 percent. The bill further provides $75 million for public facility 
grants. 

The bill also provides assistance, through the Secretary of Labor and the 
Secretary of Health, Education, and Welfare, for the vocational training of 
unemployed individuals in redevelopment areas to enable them to qualify for 
new employment in those areas. It also provides for the payment, under State 
agreements entered into by the Secretary of Labor, of retraining subsistence 
payments to unemployed individuals in redevelopment areas for periods not to 
exceed 15 weeks in any case. 

It should be noted that four-fifths of the funds as authorized in this bill would 
be in the form of loans which would be repaid with interest. The bulk of the 
expenditures would be actually investments, returning to the Government 
enough in interest payments to cover all costs to the Government, not to 
mention the boost which would be given to the economy, thereby increasing 
the revenue to the Government. 

This bill is a sound and constructive approach to a problem which we must 
face up to. The people of northern Minnesota know only too well from first- 
hand experience the suffering involved from chronic unemployment. There is 
no excuse for such conditions being allowed to continue in a country as wealthy 
as ours is. Ways and means must be found to alleviate such conditions, and 
the Area Redevelopment Act is a step in that direction. 

This is a national problem. We simply cannot close our eyes to it and say 
that local communities themselves, without adequate facilities and financing 
should shift for themselves. This is a problem which requires the efforts of 
the entire Nation. Self-help on the part of individual communities has proven 
to be grossly inadequate. The national interest in addition to humanitarian 
consideration demands that such economic distress be alleviated. 
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UNEMPLOYMENT COMPENSATION ACT OF 1959 


The second bill which I wish to discuss, and which it is also my privilege 
to have sponsored, is S. 791, the Unemployment Compensation Act of 1959. 
This bill would extend the benefits of unemployment compensation to more 
workers and also prescribe certain minimum standards which the States must 
meet with respect to the terms and comditions under which unemployment com- 
pensation will be paid, as well as to the amount and length of time for which 
such compensation will be payable. 

In brief, the bill provides that unemployment compensation benefits must be 
at least 50 percent of the worker’s weekly wage, but in no case more than 
two-thirds of the average weekly wage of all covered workers in the State; the 
duration of payments would be extended to a uniform 39 weeks; and coverage 
would be extended to employers of one or more employees, instead of the present 
provision of four or more employees, but the present exclusion of domestic and 
agriculture workers would still remain in effect. 

The need for this legislation became quite apparent during the recent reces- 
sion, when it was found that the State unemployment insurance programs were 
in most cases sorely inadequate. 

In all too many instances, the States in considering unemployment com- 
pensation laws have been motivated more by seeking competitive advantage with 
other States than they have been by the needs of the wage earners of their own 
States. The only way to prevent this type of competition among the States 
would seem to be to set certain minimum Federal standards which the States 
must meet. It seems quite apparent that unless the Federal Government does 
set certain minimum standards that the States will not of their own volition 
raise the benefits to adequate levels. Our first consideration must be to assure 
benefits which are adequate to tide workers over during periods of unemployment. 


HIRING OLDER WORKERS 


I also invite the attention of this committee to a bill which I offered in the 
current session, S. 2707, to allow employers a tax credit for additional costs 
which they incur as a result of hiring older workers. This bill of mine is an 
attempt to meet the growing difficulty of older workers in finding employment. 
The evidence shows that after a worker is past the age of 40, his chances of 
finding new employment are much fewer than they are for younger workers. 
One of the reasons for this is the reluctance of employers to assume the addi- 
tional costs which are entailed in hiring older workers, costs such as higher 
insurance premiums and larger contributions to pension and welfare programs. 

Under my proposal, for example, if an employer hires two men to do com- 
parable work, one man being 25 and the other being 50, and the amount which 
the employer must place in the pension fund for the older worker is $200 more 
a year than it is for the younger worker, such $200 in additional employment 
costs would be treated by the employer as a tax credit. 

I suggest this bill as at least one approach to the ways in which me may aid 
in finding employment for older citizens. This is a pyoblem, as the committee 
well knows, which is of growing concern as the number of our older citizens 
is rapidly increasing. 

In conclusion, Mr. Chairman, I wish to again commend this committee for 
undertaking this important task of studying problems of unemployment and. 
attempting to come up with proposals to achieve and maintain maximum em- 
ployment, production, and purchasing power in accordance with the Employment 
Act of 1946. I know that this committee will play an important role in alerting 
the Nation to the growing problem of persistent unemployment and in stressing 
the need for affirmative action. 


Mr. Roy Anderson and Mr. Glen Gronseth hape requested that they 
may appear together representing the department of employment secu- 
rity. Mr. Budzynski wishes to appear at the same time; is that right? 


He is the Superior local officer of the Wisconsin Employment Security. 
Mr. Anderson ? 
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STATEMENT OF ROY ANDERSON, MANAGER, MINNESOTA DEPART- 
MENT OF EMPLOYMENT SECURITY, DULUTH, MINN. 


Mr. Anvrerson. Mr. Chairman, Congressman Blatnik, members of 
the committee, my talk will concern the Duluth portion of our area; 
Mr. Budzynski will cover the Superior area. 

In order to summarize the developments in our Duluth labor market 
to indicate a reasonably accurate trend, we’ve gone back to 1948, ap- 
proximately 10 years; 1948 represents Duluth’s peak employment year, 
when a total of 44,800 workers were employed. This figure has not 
been exceeded nor achieved since that time. In 1953 and again in 1957 
we approached this high, but again by 1958 our average had dropped 
down to 39,800, about 5,000 below the peak. 

During this 10-year period, Duluth lost some significant industries 
from its economy. Some of these firms discontinued operations com- 
pletely, while others consolidated or moved their operations to other 
locations. In any event, these losses add up to over 4,000 nonseasonal 
jobs. The major portion of these losses were among manufacturing 
industries. In 1948 over 12,000 workers were employed in Duluth’s 
manufacturing industries, as compared to 8,000 in 1958. Our non- 
manufacturing industries, on the other hand, have held their own 
through the 10-year period. Construction, finance, service industries, 
and government have shown slight increases over the 10-year period. 


DECLINING LABOR FORCE 


During the 10-year period, also, our labor force, which includes both 
employed and unemployed workers, decreased by an estimated 2,000 
workers, from approximately 51,600 in 1948 to 49,600 in 1958. This 
would indicate that a substantial number of workers have either re- 
moved themselves from the labor market or have migrated from the 
area in search of employment. It seems likely that the latter is more 
often the case. Unemployment has ranged from 3 percent of the labor 
force to 11 percent in 1958, increases our average, which, of course, 
1958 was a bad year for the entire Nation. Unemployment for the 
entire period of 10 years averaged 5.8 percent of the total labor force. 

In order to analyze our employment picture better, we have com- 
pared first-quarter averages, that is, January, February, and March, 
representing our low grade of employment each year with the third- 
quarter averages, which is July, August, and September, and usually 
represent.our peak employment months, in order to arrive at the varia- 
tion. This fluctuation each year in the 10-year period ranges from 
slightly over 1,900 as a low to a high of 6,500. The average fluctua- 
tion for the 10-year period was 3,500. From this, then, we can rea- 
sonably assume that we have approximately 3,500 jobs in this commu- 
nity that are normally affected by a seasonal fluctuation. These jobs 
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are principally in the construction industry and transportation and 
in our trade and service industries. They are primarily male workers 
and include a considerable number of skilled construction tradesmen, 
railroad, train and engine men and seamen. Normally, about one- 
third of our unemployed workers are women, with that percentage 
being somewhat less during periods of peak unemployment. 

In summarizing, then, it appears that we have two basic employ- 
ment needs. First, new or expanded industries which will provide 
more year-around jobs; and, second, development of activity which 
will provide a source of winter employment. 

Chairman McCarruy. Do you wish to have the special charts and 
other information included in the record of this hearing ? 

Mr. Anperson. Yes. Mr. Chairman, we have submitted additional 
detail for Duluth. We have also submitted some additional detail for 
the combined Duluth-Superior area for your information. 

Chairman McCartuy. Fine. We will include that in the record. 

(The material referred to is as follows:) 


MINNESOTA STATE EMPLOYMENT SERVICE, DULUTH LOCAL OFFICE 


Employment levels dropped after the end of World War II as postwar adjust- 
ments in the national economy resulted in widespread layoffs, particularly in 
firms having war contracts. 

By 1948 employment was on the upswing again and set a postwar record high 
of 44,873 as a monthly average as business conditions improved sharply due to 
the postwar industrial expansion. 

A 1-month strike in the steel industry in October 1949, preceded an early clos- 
ing of iron-ore shipping for that year. 

A delayed opening of lake navigation in 1950 was offset by subsequent monthly 
gains in employment during the rest of the year which brought the yearly aver- 
age of employment up to approximately 43,000. 

The 1950 average level of employment was maintained until 1953, when ore 
shipments reached record totals and area employment for the year averaged 
43,399, or 3 percent, under the record set in 1948. 

An economic recession started in the last half of 1954, affecting both the 
metalworking industry and transportation and resulted in a sharp dip in employ- 
ment that carried over into 1955. 

From 1955 and on, employment rose steadily until 1957, when the average for 
the year reached 42,098, the third highest level recorded in the postwar period. 

Since 1957, there has been a noticeable decline in the number of persons work- 
ing. In 1958 the economic recession again affected employment in metalworking 
and in transportation. The closing of several large firms in 1959 plus the direct 
and indirect effects of the steel dispute also have been important factors in the 
continuing decline in the total number of jobs this year. 

When comparing 1947 with 1958, the size of the labor force showed no major 
change, although in several of the intervening years the labor-force figure did 
rise above 50,000 persons in years when job opportunities were more plentiful. 

During 1959, the number of persons in the labor force continued to drop 
at a sharper rate than at any other time during the past 12 years. The net 
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loss of several firms was a major cause. Some of the persons laid off accepted 
jobs with the same firms, but in other locations. Some left the area in search 
of jobs elsewhere. A few accepted retirements, and to a lesser extent there 
probably were some women who, being a secondary wage earner in the family, 
simply left the labor force because there was no other work available locally 
One significant factor noted was that with the closing of Western Electric, a firm 
whose work force was about 50 percent women, there was very little opportunity 
for these women to find even somewhat comparable jobs in the area. 


SEASONAL UNEMPLOYMENT 


The level of unemployment in the Duluth area varies inversely with the sea- 
sonal changes in the employment picture. The number of unemployed persons 
is highest during the winter months when employment is down and unemploy- 
ment is usually at its lowest point during the fall months just prior to the lake 
freezeup. 

During the past 12 years the average number of unemployed per month 
dropped 2,100 persons between the first and third quarter reflecting primarily 
the seasonal changes in employment opportunities. In a year-by-year com- 
parison, the difference between these 2 periods varied from a low of 775 in 
1952 to a high of 3,592 in 1950. The reason for such a wide range is partly 
due to the timing of the opening and closing of lake navigation. Factors other 
than seasonal influences had a lesser effect on the variations in the year-by-year 
comparison. 

During the past 12 years, the average yearly ratio of unemployment to total 
civilian labor force was 5.8 percent. This rate has ranged from a low of 3.3 
percent in 1951 toa high of 11.1 percent in 1958. 

As the result of the 1949 recession, the average monthly number of jobseek- 
ers rose to 4,600. The number of jobseekers then dropped during the years 
immediately following 1949 and remained at a relatively low level until 1954, 
when the average again moved upward to 3,200. In the succeeding years there 
again was a relatively low number of unemployed persons until 1958 when there 
was a sharp upswing noted. In 1958, the average monthly unemployment 
figure was 5,500, or 11.1 percent, of civilian labor force. The 1958 figure was 
high due to the effects of the business recession which hit the metalworking 
and transportation industries the hardest. 

During the first half of 1959, the supply of manpower diminished as the lo- 
cal economy showed signs of a strong recovery, but the steel dispute and the 
resultant secondary layoffs nullified the employment advances made during the 
first 6 months of 1959. 

Approximately one of three persons unemployed are women, and the ratio 
remains fairly constant from year to year. 

The seasonal pattern of Duluth employment is indicated by the above chart 
where a comparison is made between average monthly employment for the first 
quarter (low quarter of employment) and the third quarter (high quarter of 
employment) for a 12-year period. 

During the past 12 years, the average change in employment from the first 
quarter to the third quarter amounted to 3,500 workers. Since there has been 
relatively little growth or expansion in our industrial makeup, this figure then 
represents mostly a seasonal fluctuation in employment. 

The three industry classifications most affected by seasonal changes are con- 
struction, transportation, and trade. Employment fluctuations in these three 
groups account for about 90 percent of the “within year” change. More than 
one-half (52 percent of the average change in employment between the first 
and third quarters occurred in transportation; construction accounts for 22 
percent, and trade 16 percent. Weather conditions and iron ore shipping gov- 
ern, to a large extent, the timing of these “within year” changes. Also, the 
timing of the opening date of lake navigation has a bearing on employment levels 
during the first quarter of each year. 
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MINNESOTA STATE EMPLOYMENT SERVICE, DuLutTH, Minn.-Superior, Wis., AREA 


Supplementary statistical data 


| | | 
January | March| May | July |September November) Average 


| 





1959: | 
Labor force (civilian) 7, 66, 300 | 66,300 | 67,000 65, 700 ? 66, 520 
Unemployment. ‘ 8,900 | 5,500 | 5,400 | 5, 400 | 6, 920 
Employment (total) - -..- | 857, | 57,400 | 60,700 | 61, 600 57, 500 : 59, 020 
Persons in labor dispute 0 0 180 0 2, 800 596 
Percent unemployed to | 
Dc ditidcabsscunsclabidnasiente ' 13.4 8.3 8.1 8.2 | 10. 45 

58: | 


Labor force (civilian) 58, | 68, 500 | 69,900 | 68, 900 68, 600 69, 800 69, 000 
Unemployment. ; 9,400 | 8,600 | 7,600 5, 900 7, 200 | 7, 734 
Employment (total) --_.- | 7 59,100 | 61,300 | 61, 200 62, 700 62, 600 61, 266 
Persons in labor dispute | 0 | 0 0 90 0 0 15 
Percent unemployed to 
force | , 13.7 12.3 11.0 8.6 10.3 11,2 

1957: 
Labor force (civilian) 67, 500 | 70,300 | 70, 500 71, 000 69, 600 69, 383 
Unemployment__-----.- ¢ 5,300 | 2,900 | 2,600 | 2, 800 d 3, 483 
Employment (total) _ - 62, 200 | 67,400 | 67, 900 68, 200 5 65, 916 
Persons in labor dispute... 0 0 0 0 0 0 
Percent unemployed to 

7.9 4.1 3.7 3.9 , 5.01 


): 1 

Labor force (civilian) | 66, 200 | 66, 700 67, 900 70, 400 70, 500 68, 083 
Unemployment. 7 5,300 | 2,500 | 3,600 1, 800 1, 900 3, 466 
Employment (total) ~~... 60, 900 | 64, 200 | 61,300 68, 500 68, 600 64, 100 
Persons in labor dispute 0} 0 0 0 0 0 0 
Percent unemployed to 
8.5 8.0 3.7 5.3 2.6 a7 5.09 


5: 
Labor force (civilian) 65, 900 | 66, 500 | 67, 200 67, 200 67, 400 68,400 | 67,100 
Unemployment. 8,100 | 8,000} 4,400] 2,700 2, 000 2, 600 4, 633 
Employment (total) - -. 57, 800 | 58,800 | 62,800 | 64, 500 65, 500 65, 800 
Persons in labor dispute... | 0 0 0 0 0 0 
Percent unemployed to 


1954: 
Labor force (civilian) 66, 70865) 66, 200 | 66,400 | 66, 300 66, 000 65, 500 
Unemployment 7,400 | 7,700} 5,200} 4,100 3, 600 5, 000 
Employment (total) 59, 100 | 58, 500 | 61, 200 | 62, 200 62, 400 
Persons in labor dispute 0 0 40 0 
Pereent unemployed to 


12.3 12.0 6.5 4.0 3.0 3.8 








11.1 11.6 7.8 6.2 \ 7.6 


Labor force (civilian) } 64, 200 | 64, 500 | 67, 400 
Unemployment 5,000 | 3,200} 2,100 3, 400 
Employment (total) 59, 900 | 59, 200 | 61, 200 | 65, 300 56 63, 600 
Persons in labor dispute 0 0 70 30 0 
Percent unemployed to 
8.0 7.8 5.0 3.1 4 5.1 


Labor force (civilian) 63, 500 | 63,600 | 64,000 | 64, 400 65, 000 65, 100 64, 267 
Unemployment. ___.... 4,300 | 5,000] 3,300 , 500 1, 500 1, 900 3, 583 
Employment (total) --... | 59,100 | 58,100 | 59,600 | 54, 400 63, 600 63, 100 59, 650 
Persons in labor dispute 0 600 1, 100 , 500 0 80 1, 046 
Percent unemployed to 





6.8 7.9 5.2 8.5 2.3 2.9 5. 57 


Labor force (civilian) | 64, 64, 500 | 63, 800 | 63, 400 62, 100 62, 500 63, 450 
Unemployment. 5, 000 4, 800 3, 000 3, 200 2, 000 1, 900 3, 316 
Employment (total) - ---- 59, 59, 700 | 60,900 | 60, 300 60, 100 60, 500 60,150 . 
Persons in labor dispute 0 0 0 0 0 80 13 
Percent unemployed to labor 
Pind anavccceciswinaimeine nia ; 7.4 4.7 5.0 3.2 3.0 5. 22 








Labor force (civilian) - 64, 400 | 65,900 | 65, 100 64, 000 63, 800 64, 640 
Unemployment. 7, 100 6, 200 3, 000 1, 900 | 1, 700 3, 980 
E mployment (total) ..| 57, 300 | 59, 700 | 62,100 62, 100 62, 100 60, 660 
Persons in labor dispute. 0 60 | 0 0 | 12 
Percent unemployed to 

















9.4 | 4.6 3.0 | 2.7 | 6.15 
| 


(Duluth employment trends, Minnesota Department of Employment Security, January 1959] 
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loss of several firms was a major cause. Some of the persons laid off accepted 
jobs with the same firms, but in other locations. Some left the area in search 
of jobs elsewhere. A few accepted retirements, and to a lesser extent there 
probably were some women who, being a secondary wage earner in the family, 
simply left the labor force because there was no other work available locally 
One significant factor noted was that with the closing of Western Electric, a firm 
whose work force was about 50 percent women, there was very little opportunity 
for these women to find even somewhat comparable jobs in the area. 


SEASONAL UNEMPLOYMENT 


The level of unemployment in the Duluth area varies inversely with the sea- 
sonal changes in the employment picture. The number of unemployed persons 
is highest during the winter months when employment is down and unemploy- 
ment is usually at its lowest point during the fall months just prior to the lake 
freezeup. 

During the past 12 years the average number of unemployed per month 
dropped 2,100 persons between the first and third quarter reflecting primarily 
the seasonal changes in employment opportunities. In a year-by-year com- 
parison, the difference between these 2 periods varied from a low of 775 in 
1952 to a high of 3,592 in 1950. The reason for such a wide range is partly 
due to the timing of the opening and closing of lake navigation. Factors other 
than seasonal influences had a lesser effect on the variations in the year-by-year 
comparison. 

During the past 12 years, the average yearly ratio of unemployment to total 
civilian labor force was 5.8 percent. This rate has ranged from a low of 3.3 
percent in 1951 toa high of 11.1 percent in 1958. 

As the result of the 1949 recession, the average monthly number of jobseek- 
ers rose to 4,600. The number of jobseekers then dropped during the years 
immediately following 1949 and remained at a relatively low level until 1954, 
when the average again moved upward to 3,200. In the succeeding years there 
again was a relatively low number of unemployed persons until 1958 when there 
was a sharp upswing noted. In 1958, the average monthly unemployment 
figure was 5,500, or 11.1 percent, of civilian labor force. The 1958 figure was 
high due to the effects of the business recession which hit the metalworking 
and transportation industries the hardest. 

During the first half of 1959, the supply of manpower diminished as the lo- 
cal economy showed signs of a strong recovery, but the steel dispute and the 
resultant secondary layoffs nullified the employment advances made during the 
first 6 months of 1959. 

Approximately one of three persons unemployed are women, and the ratio 
remains fairly constant from year to year. 

The seasonal pattern of Duluth employment is indicated by the above chart 
where a comparison is made between average monthly employment for the first 
quarter (low quarter of employment) and the third quarter (high quarter of 
employment) for a 12-year period. 

During the past 12 years, the average change in employment from the first 
quarter to the third quarter amounted to 3,500 workers. Since there has been 
relatively little growth or expansion in our industrial makeup, this figure then 
represents mostly a seasonal fluctuation in employment. 

The three industry classifications most affected by seasonal changes are con- 
struction, transportation, and trade. Employment fluctuations in these three 
groups account for about 90 percent of the “within year” change. More than 
one-half (52 percent of the average change in employment between the first 
and third quarters occurred in transportation; construction accounts for 22 
percent, and trade 16 percent. Weather conditions and iron ore shipping gov- 
ern, to a large extent, the timing of these “within year” changes. Also, the 
timing of the opening date of lake navigation has a bearing on employment levels 
during the first quarter of each year. 
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Minnesota State EMpLoyMEnNT Service, DututxH, Minn.-Superior, Wis., AREA 


Supplementary statistical data 


January} March| May July |September| November) Average 


9: 
Labor force (civilian) 66, 300 67, 000 7 66, 520 
Unemployment 5, 400 6, 920 
Employment (total) 61, 600 oa 59, 020 
Persons in labor dispute 0 0 0 596 
Percent unemployed to 
8.1 " 10. 45 


Labor force (civilian) 68, 900 ¢ 69, 000 
Unemployment. ................. 7, 600 5, § 7, 734 
Employment (total) 7 61, 200 2, 7 2, 6 61, 266 
Persons in labor dispute_........- 0 0 0 90 0 

Percent unemployed to labor 


1958 


11.0 


Labor force (civilian) 7 70, 300 | 70, 500 
Unemployment 3,900 | & 2,900 | 2,600 
Employment (total) --........-.. o 67, 400 | 67, 900 
Persons in labor dispute 0 0 
Percent unemployed to ‘ . 
vi ait 





1957 





1956: 
Labor force (civilian) 66, 700 
ee : 2, 500 1, 800 
Employment (total) 64, 200 68, 500 
Persons in labor dispute 0 0 0 0 
Percent unemployed to . 
3. ’ 2.6 


Labor force (civilian) 67, 200 67, 400 
Unemployment 4, 400 2, 000 
Employment (total) - -.- 7 62, 800 65, 500 
Persons in labor dispute 0 0 0 
Percent unemployed to 











6.5 , 3.0 
1954: 
Labor force (civilian) : 7 66, 400 66, 000 
Unemployment 5, 200 3, 600 
Employment (total) 61, 200 62, 400 
Persons in labor dispute 0 0 40 0 0 
Percent unemployed to oie 
7.8 ; é 


Labor force (civilian) 64, 500 67, 800 
Unemployment 3, 200 1, 800 
Employment (total) - -- 61, 200 66, 000 
Persons in labor dispute._..-...-. 0 0 70 0 
Percent unemployed to labor 





5.0 3. 2.7 


52: 
Labor force (civilian) X 63, 600 | 64, 000 65, 000 
Unemployment. .-............... d 5,000 | 3, 1, 500 
Employment (total) 58, 100 9, 6 63, 600 
Persons in labor dispute 600 4, 500 0 
Percent unemployed to labor 
8.5 2.3 


1951 





Labor force (civilian) j 63, 400 62, 100 62, 500 
NI SISIIO URI oan peta ecnnnm 4,8 g 3, 200 2, 000 1, 900 
Employment (total) 5 60, 300 60, 100 60, 500 
Persons in labor dispute 0 0 0 0 80 
Percent unemployed to labor 

7.4 k 5.0 3.2 3.0 5. 22 


Labor force (civilian) 64, 400 | 65,900 | 65, 100 64, 000 63, 800 64, 640 
WONT. cee cccrcuns | 7, 100 6, 200 3, 000 1, 900 1, 700 3, 980 
Employment (total) - - ac .| 57,300 | 59,700 | 62, 100 62, 100 62, 100 60, 660 
Persons in labor dispute | 0 0 60 0 0 12 
Percent unemployed to labor | 

aii pike ceextuhenNeucnatlpacneeuas 11.0 9.4 4.6 3.0 2.7 6.15 


| 
| 
| | 


1950 








(Duluth employment trends, Minnesota Department of Employment Security, January 1959] 
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A SuMMARY OF THE DULUTH LABOR MARKET FoR 1958 


The impact of the downturn in national steel production in 1958 was perhaps 
the most influential factor affecting the decrease which occurred in Duluth 
employment last year. As a result of recession-fed industrial declines plus other 
localized developments, average monthly employment in 1958 totaled 40,706. This 
was the lowest monthly average on record since 1947 when the present series of 
employment statistics was initiated. Likewise, the average monthly unemploy- 
ment figure of 5,500 in 1958 was the highest monthly average number of job- 
seekers since 1947. 

The sharp decline in job totals last year brought worker levels to nearly 1,700 
persons below the 1947 total. Other significant developments during the past 
year were the record number of persons who exhausted their unemployment 
benefits reserves and the new high of $4.8 million which was paid out in unemploy- 
ment benefits through the Duluth office. 


MANUFACTURING 


Employment levels were on the decline during 1958 as metalworking, which 
accounts for slightly more than one-half of the entire manufacturing employ- 
ment total, provided the downward pattern of movement for this group. 
Month-to-month decreases were noted in manufacturing until July when a 
pickup in steel production provided the impetus for a gain in the overall manufac- 
turing category. The period of recovery was short lived, however, as job totals 
again fell off after October when steel production quotas were filled and other 
seasonal factors affecting local firms took effect. The approximate 8,400 average 
monthly employment last year was the lowest on record for this classification 
since 1947 and the proportion of manufacturing workers to total employment 
dropped to 21 percent. In 1947, of all persons working had jobs in manufacturing. 


CONSTRUCTION 


Building activity showed a drop from 1957 levels and this downturn was 
reflected in the 12-percent decrease which occurred in employment between 1957 
and 1958. It was also noted that fewer construction workers had jobs in nearby 
areas. At the start of the year, about one-third of the tradesmen in the major 
skills worked outside the Duluth area, but by the end of the year this percentage 
had dropped to 16 percent. 

TRANSPORTATION 


The approximately 50-percent decline in iron ore shipments in 1958 adversely 
affected the amount of hiring done last year. Employment levels on both the 
railroads and ore boats dipped sharply in 1958 which was a shortened season 
for many shipping companies an in some instances ships were laid up for the 
entire period. According to the U.S. Corps of Engineers, vessel traffic in the twin 
ports in 1958 was down 40 percent from the total of the previous year. 


TRADE 


Both the wholesale and retail trade categories reported decreased employ- 
ment from their respective 1957 levels. Average monthly employment in whole- 
sale establishments decreased 8 percent from 1957, while retail employment was 
down 1 percent. Firm mergers, consolidations, and business closings contributed 
substantially to the decrease in the wholesale classification, while the increasing 
swing to self-service departments in retail establishments, together with a sig- 
nificant drop in area employment were factors in the drop in retail employment. 
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Industrial composition 
[In percent] 








Manufacturing 24 
Nonmanufacturing 76 


100 


Metalworking 

Retail trade 

Service and miscellaneous 

Transportation, communications, public utilities 
Wholesale trade. 


Retail trade 
Transportation, etc 
Metalworking 

Service and miscellaneous 
Government. 


Retail trade 

Service and miscellaneous. 
Metalworking 
Transportation, etc 
Government 


Employmentwise, manufacturing is becoming less important in the overall 
picture. Back in 1947, manufacturing..employment accounted for 27 percent 
of all persons working, but by 1958 only 21 percent of Duluth workers were so 
employed. 

The ratio to total employment of some of the larger industries in the labor 
market has undergone a change in recent years. Metalworking was the largest 
single industry group, employmentwise, in 1947, but in 1958 it barely held on to 
third place with only a slight edge over the transportation group. The retail 
trade category has forged into the top position, despite a drop in employment in 
recent years. On the other hand, wholesale trade has dropped out of the five 
largest industries group and has been replaced by government, while the service 
and miscellaneous group advanced to the second largest employing group in the 
past several years. 

WAGES AND HOURS 


During 1958, average paychecks of production workers in manufacturing 
totaled $91.25, which represents about a 6-percent gain over 1957. Back in 
1948, weekly paychecks averaged $54.61. Although the average weekly paycheck 
has shown a steady rise since 1948, there has been a decrease in the average 
number of hours worked during that period. In 1948 manufacturing employees 
worked 40.4 hours a week on the average; in 1958 the average workweek dropped 
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to 37.7 hours. Wage increases have offset any loss that would have occurred in 
weekly earnings due to the decreased number of hours worked. 


UNEMPLOYMENT COMPENSATION 


As a result of the increased number of unemployed in 1958 there was a defi- 
nite upswing in the amount of unemployment benefits paid out during the year. 
A record total of $4.8 million in benefits (excluding approximately $1.5 million 
of railroad unemployment benefits), was paid out of the Duluth local office 
last year. This sum inciudes, however, benefits paid to persons also qualified 
to collect under the temporary unemployment compensation plan provided for 
by legislative action last summer. During 1957, comparable unemployment com- 
pensation benefit payments totaled $1.7 million. No data is available for the 
amount of benefits paid to persons filing claims in Duluth for benefits against 
other States. 

In terms of employment, the 1958 unemployment compensation benefit pay- 
ment total would approximate a payroll of 1,000 factory workers, each of whom 
earned the 1958 average of $91 a week for a full year. 

Another significant effect of the lack of job opportunities last year was the 
record number of persons who exhausted their unemployment compensation 
benefits. There were 2,254 such persons last year, or more than 3 times the 
1957 total. In addition, 907 of last year’s exhaustees also used up all the addi- 
tional benefits made available to them under the temporary benefit extension 
program voted by the legislature. 


A LOOK AT 1959 


At this stage it is difficult to forecast developments in employment levels for 
the coming year due to current unsettled economic conditions. However, early 
season thinking in the steel industry suggests an improved picture of 1959. 
Since the Duluth area economy is closely tied in to developments in the steel 
industry, it would appear that if anticipated improvements develop, we should 
experience an increase in local employment levels, particularly in metalworking 
and water and railroad transportation. An increase in hiring in these indus- 
tries will also indirectly benefit other local industries.. While an improvement 
in local job levels over 1958 is a likely occurrence, especially in late summer and 
fall, there still remains the problem of replacing the net loss of some 1,500 jobs 
as the result of plant closings, staff reductions, consolidations, and the like. 
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CuHarRT B 
DULUTH 


Average Weekly Earnings.* 
1958 


1 
0 $80 


Total Mamfecturing .,., 


Construction... +++. 
Transp.,Comm. & Pub. Util. 
Metal Working .. +++. 
“Other” Manufacturing .. 
Wholesale Trade. .. +... 
Lumber and Basic... . ». + « « 
Food Processing ... ++ 
Finance, Ins. and Real Estate 
Retail Trade... eee 
Textile and Apparel 


* Gross Earnings including overtime, incentive pay, late-shift pay etc. 


CHART V 


DULUTH 
Average Hours Worked. * 
19 


Total Marmfacturing .... » 


Trensp., Comm. and Pub. Util. 
Wholesale Trade... . 
Food Processing . .« 
Textile and Apparel . . 
"Other" Mamfacturing . 
Metal Working . .. «~~ 
Construction .. esses 
Retail Trade . 1.2 sceevee 
Lumber and Basic .. sso « 
Finance, Ins. and Real Estate 


* Reflects hours worked not hours scheduled. 
CHART VI 


Prepared by Minnesota Department of Employment Security - Duluth, Minn, 
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STATEMENT OF J. P. BUDZYNSKI, MANAGER, SUPERIOR LOCAL 
OFFICE, WISCONSIN EMPLOYMENT SECURITY BUREAU 


Mr. Bupzynsxr. Mr. Chairman and members of the committee, the 
Superior-Duluth labor market area, by virtue of a metropolitan des- 
ignation (50,000 population or more), consists of Duluth proper and 
Superior and Douglas County. This portion of the report on un- 
employment and its related problems will deal only with Superior’s 
industries and its characteristics. Superior’s unique location in Doug- 
las County and its labor force composition as it relates to the county 
produce a situation which lends itself to the principle that one cannot 
exist without the other. Similarly, the two cities, Superior and Du- 
luth, forming the metropolitan area depend on each other in order to 
continue to prosper and grow. 

The Superior industrial composition is topheavy in transportation 
and very light in manufacturing. These two characteristics differ 
widely in comparison to cities of similar size in population. The 
other industrial categories, such as wholesale-retail, service, govern- 
ment, and construction, compare favorably percentagewise. However, 
all industries in this area reflect the fact that nature’s seasonality 
plays an important role in its overall yearly employment. 

The following table portrays what in this area is normally known 
as local economy being good. For the year 1956, the average labor 
force was 18,350. 

TABLE I 
Percent of unemployment : 


Percent of unemployment is the ratio of unemployment to total 
labor force. 

During December, January, February, and March, transportation 
is seasonally and drastically curtailed. The balance of the year, com- 
mencing with April and May, industrial activities pick up, reaching 
the climax in September and October. Manufacturing, on the other 
hand, being only 614 percent of the total labor force, remains quite 
constant, except for the period during the winter months when lake 
carriers are berthed here for repairs. This is a big lift to absorb some 
of the heavy unemployment during the off season in transportation. 

In comparison to table I, a typical poor economy year was selected 
for table II. The average labor force for 1958 was 19,010: 


TABLE II 
Percent of unemployment: 


September 
November 
The year 1958 was nationally known as a year of recession. Un- 
employment in this area reached the proportions of jobseekers being 
considerably in excess of job openings. 
47557—60—pt. 43 
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Should manufacturing in this area reach the proportions that exist 
in areas of high manufacturing employment, unemployment ratios 
would be substantially reduced. 

Further observations, table III, bear out the fact that high!y sea- 
sonal activities in this area have existed for the past 19 years. Except 
for the years 1940, 1946, 1947, and 1949, wherein data for only certain 
months were av: ailable, the balance 1950 through 1959 shows the highs 
and lows of the ratio of unemployment to the total labor force. T otal 
labor force for each year is expressed in averages. 

There is quite a table, Mr. Chairman. Do- you think I should read 
it? 

Chairman McCarruy. We will insert it in the record, but go riglit 
ahead and make any comments you wish or point out anything to 
which you want to call our attention. 

Mr. Bupzynsxt. Well, I would just comment this, that 1956 was a 
good year and you notice that the unemployment ratios were very 
low—January, 7.7; and September, 2.3. 

We have, not a peculiar situation, but the fact our manufacturing is 
low. Many of our people unemployed in Superior—likewise, I imag- 
ine Duluth—have to migrate to areas of more lucrative employment. 
You will notice that the labor force varies, especially during the period 
of unemployment, depression, due to the fact that all those that have 
left the area returned to their homes for a period of unemployment. 
I don’t have any further comments. 

(The chart referred to is as follows :) 


TABLE III.—Comparative percentage of unemployment for 19 years 


April | July Nation 


| 
| 
| 
| 
| 


20 3 


CSP NMNE PY 


WONVAIN GOK Hw 
bt et Te 


1 Information not available. 

2 Postwar period readjustments, 
3 Economic recession 1949-50. 

4 Economic recession 1953-54. 

5 Economic recession 1958-59 


Chairman McCarruy. Mr. Gronseth, do you wish to testify ? 


STATEMENT OF GLEN GRONSETH, RESEARCH ANALYST, MINNE- 
SOTA DEPARTMENT OF EMPLOYMENT SECURITY, DULUTH 


Mr. Gronseru. Well, I might mention that my name is Glen Gron- 
seth, research analysist at the Minnesota State Employment Service. 
Both of these witnesses have testified covering the information on the 
labor market, and there is nothing that I can add to the record; and 
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I’m only here to serve in case there is a question or two that might be 
asked. 

Chairman McCartuy. Thank you very much, Mr. Gronseth. I 
would like to ask either or both of the witnesses, what adjustments 
are made by way of special unemployment benefits for workers, if 
any such adjustments are made? 

Mr. Awnperson. Thinking primarily from the standpoint of 
unemployment ? 

Chairman McCarruy. Yes. 

Mr. Anperson. During the winter months. Well, speaking of 
Minnesota, of course, our seasonal workers are normally entitled to 
the maximum benefits, I would say in most cases, of 26 weeks, $38. 

Chairman McCarruy. Regular unemploy ment? 

Mr. Anverson. That is right. Last year, of course, we in Minne- 
sota had the 13-week extension in unemployment compensation, and, 
likewise, railroad unemployment compensation takes care of their 
W orkers: but other than that, there is no special provision. 

Chairman McCarrny. Only for the railroad workers ? 

Mr. Anpverson. That is right. 

Chairman McCarrny. No special provisions in the State law for 
any one of these special groups ¢ 

Mr. Anperson. That’s right. 

Chairman McCarrny. The s same, I suppose, is true in Wisconsin ? 

Mr. Bupzynsx1. In Wisconsin; except last year, during the heavy 
year of recession, Wisconsin had a special law. 

Chairman McCartny. Yes. Has the State been able to make any 
adjustment by way of increasing construction work in the area in the 
winter months? ° There have been some significant changes which 
permit construction work in the winter. 

Mr. Anverson. I don’t believe there has been any sizable result. 
There was some work undertaken by the State conservation depart- 
ment during the last year but that was during the fall, as I recall. 

Chairman McCartny. Yes. 

Mr. Anperson. But I think we have a seasonal factor still which 
controls to a great extent the possibility. 

Chairman McCartrny. Do you have any industries in the area that 
operate on a sort of guaranteed annual wage principle, such as exists 
in some of the packing plants in Minnesota ‘ it 

Mr. Anperson. I don’t believe so in Duluth. 

Chairman McCarruy. Not in this area either ? 

Mr. Anverson. Not in this area. 

Chairman McCarty. Those are the ynly questions I have to ask 
you. Thank you, gentlemen, for your testimony. 


The next witness is Mr. M. C. McIver, president, Penokee Veneer 
Co., Mellen, Wis. 


STATEMENT OF M. C. McIVER, PRESIDENT, PENOKEE VENEER C0., 
MELLEN, WIS. 


Mr. McIver. Seriator McCarthy, gentlemen of the committee, my 
name is Marion C. McIver. I am president of the Splicedwood Corp., 
of Ashland, Wis., and the Penokee Veneer Co. of Mellen, Wis. Weare 
manufacturers of hardwood plywood and hardwood veneer. 
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We are small business concerns, but our plants make a substantial 
contribution to the economic welfare of our communities. We are 
in an area in which the wood-products industry is the backbone of our 
economy. Our veneer plant, as well as the other single-ply-veneer 
plants, is wholly dependent upon the hardwood-plywood industry for 
the sale of our products. 

The hardwood-plywood industry is made up primarily of small 
concerns like ours, employing less than 250 workers. In 1955 we had 
177 workers, in early 1959 this had declined to 93; fortunately, our 
business is improved so that we have a somewhat larger force today, 
but not nearly the number employed in 1955. 

Your committee is concerned with unemployment problems. Our 
companies and the industry of which we are a part are concerned with 
the unemployment problems, as are our communities, our employees, 
suppliers, the timber producers, the farmer woodlot owner, the sawmill 
manufacturer, and the processors of lumber components used in ply- 
wood and door fabrication. The problem of unemployment in our 
industry results from unrestricted imports of cheap hardwood ply- 
wood from foreign countries. 


FOREIGN COMPETITION 


The problems which have attacked our business are due entirely to 
the tremendous increase in the imports of hardwood plywood, prin- 
cipally from Japan, — to sell duty paid at less than our costs of 
production. The U.S. market sales of hardwood plywood have in- 
creased from 872 million square feet in 1951 to 1.7 billion square feet 
in 1958, an increase of approximately 100 percent. However, not one 
single foot of this U.S. market increase went to the American produc- 
ers of hardwood plywood. In 1951 the hardwood plywood imports 
took 7.7 percent of the sales, and in 1958, 53.4 percent. For the first 
6 months of 1959, the percentage going into imports is even higher with 
every indication that in 1959 plywood imports will take 60 percent of 
all sales of hardwood plywood. 

The American baidwosd plywood industry has not stood idly by 
while our markets were taken from us by the cheap imports. We have 
fought for our employees all the way, but at every turn we have 
been knocked back by the policy of our Government which favors 
the foreign producers and workers over our own industries and their 
workers, and has ruled that insofar as it is concerned, our industries 
and our workers are expendable. 

In 1954, our industry filed an escape clause complaint under the 
Trade Agreements Act. Our case came up for hearing in 1955 as the 
State Department prepared to announce a new trade agreement with 
Japan. The Tariff Commission denied our application on the 
"pate that the damage to our American industry had not continued 

or a sufficient period of time to show a trend. In substance, we were 
told that “although you are hurt, come back when your hurt is of 
longer duration.” 

The Tariff Commission report in 1955 shows that employment in 


the hardwood plywood industry declined 15 percent between 1951 and 
1954. 
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In 1958 as hardwood plywood imports had increased to take over 
50 percent of our markets, we returned to the Tariff Commission and 
in substance said: We have endured this attack from low-priced im- 
ports for 3 years more; now has a trend been established ? 

The Tariff Commission in June of 1959 filed its report and by a 
4-to-2 decision held that the hardwood plywood imports did not 
compete with hardwood plywood produced in the United States, and, 
therefore, there was no injury. 

This was the decision, although in the 1955 case it was specifically 
found that all hardwood plywood, imported and domestic, was com- 
petitive in our markets. There had been no change in the plywood. 
In the 1959 report, it was found that in 1958 over 40 percent of the 
hardwood plywood plants were operating at a loss, and since 1955 the 
profit trend was down, wages were down several millions of dollars, 
employment was down about 10 percent, and hours worked down 10 
percent. The imported hardwood plywood which took the place of 
our company’s panels in trailers, homes and other fields was said by 
the Tariff Commission not to be competitive with our panels and, 
therefore, although our sales dropped to a point where our company 
had to lay off 50 percent of our workers, there was no injury. 


PRESENT LAW INADEQUATE 


This fantastic decision, flatly contradictory of the criteria set u 
by Congress in the act and of the findings, as reported by the Tariff 
Commission, cannot be explained. It is evident to our industry and 
many others similarly affected, that the present law is inadequate to 


provide American industry and labor with the minimum protection 
from the unfair assaults of the highly industrialized foreign coun- 
tries, such as Japan, Germany, Italy, Great Britain, and others. 

Let me analyze what has happened in the hardwood plywood in- 
dustry. The Tariff Commission in its first report shows that between 
1951 and 1955 employment in the hardwood plywood industry dropped 
15 percent; it picks up this trend in 1955 in its second report, and 
finds that through 1958 there is a second drop of 10 percent more. 
Therefore, it would appear that the industry has lost 25 percent of 
its workers in 9 years. This would represent several thousand work- 
ers, as the industry in 1958 had at least 14,000 workers. 

In my opinion, the figures published by the Tariff Commission do 
not reflect the true picture of what happened in 1957-58 in our in- 
dustry. All of our plants spread the work and attempted to operate 
on a part-time basis. The averages of unemployment will not show 
the full injury. Nevertheless, with inadequate figures the Tariff Com- 
mission did find loss of employment, loss of hours worked and loss 
of wages. Our industry had fewer people working less time for less 
pay. Had our industry been permitted to retain its market and have 
a fair share of the expanded sales, our employment would have in- 
creased by 50 percent rather than decline by 25 percent. During the 
recession period, we could have worked a full force. 

In the first 8 months of 1959, imports of hardwood plywood 
amounted to 865 million square feet, an increase over 1958 of 53 per- 
cent. The 1959 8 months’ imports are more than our entire produc- 
tion in 1958 by some 67 million square feet. Japan is the principal 
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shipper: its plywood is priced at considerably less than our cost of 
material and labor. 

The number of homes in place in 1959 is considerably higher than 
1958. This means that our business should have been phenomenally 
good. It was some better than 1958, which was a recession year, but 
our profits are low so that we cannot recoup our losses or expand our 
production. 

INCREASED PROBLEMS IN 1960 


What will the story cf our employees be in 1960? It is said that 
fewer homes will be started and the starts will be in the lower price 
range due to the high interest rates on mortgages, and the shortage of 
money for mortgage loans. If this forecast proves true, then our in- 
dustry may be seriously affected in 1960. There are substantial stocks 
of imported hardwood plywood in the United States today. The 
stock of imported door panels is said to be equal to the requirements 
for the next 2 years, with the plywood imports continuing at a rate in 
excess of 100 million square feet a month. There is bound to be sub- 
stantial stocks on hand at the close of the year. As Japan plans to 
continue its plywood exports to the United States at the 1959 rate, it 
is impossible to forecast the employment effect on our industry. : 

The domestic hardwood plywood industry has the capacity to pro- 
duce at least two times the quantity produced in 1958. It could fur- 
nish employment for additional thousands. Every single sale of im- 
ported hardwood plywood takes a sale of hardwood plywood from my 
company or one of the other American-producing companies and this 
deprives our workers of jobs, full employment hours and higher take- 
home pay. 

For my company and for our industry and all the American in- 
dustries, I strongly recommend to your committee that you propose 
legislation which will guarantee to our industries and their employees 
adequate protection from the unfair competition of low-priced goods 
and from low-wage industrial countries. The decision of the Tariff 
Commission in the plywood case conclusively demonstrates that the 
Tariff Commission has misinterpreted the reasons for its existence. 

Since preparing this statement, it has come to my attention that on 
November 4 the Japanese are warned on trade in a speech to the Ameri- 
can Chamber of Commerce in Tokyo. Assistant Secretary of Com- 
merce Kearns blandly warned the Japanese that the United States did 
not intend to see our American industry destroyed by foreign competi- 
tion. Kearns said that the United States had adequate safeguards in 
our trade agreements laws to see that this was not done. 

This statement is a complete reversal of Kearns’ usual encourage- 
ment to the Japanese to export more to the United States. Kearns is 
undoubtedly following a new policy line which may have as its pur- 
pose the dampening of the fires now set in Congress which could result 
in amendments to the Trade Agreements Act. The administration 
hopes to allay the fears of the industry by reviving the much abused 
promises that no American industry will be permitted to be injured. 
So long as the Tariff Commission is ready to find no injury, the ad- 
ministration is quite safe. 

It is very interesting to see that the administration has at least 
acknowledged that the Japanese are troublemakers. 
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I thank you. 

Chairman McCartny. Mr. McIver, you said most of the Japanese 
imports come in under the general provisions set up through the appli- 
cation of the reciprocal trade agreement; there is no quota applied, is 
there ? 

VOLUNTARY QUOTA SYSTEM 


Mr. McIver. The Japanese have through some arrangement with 
the State Department, or the State Department influence, set up what 
is supposedly a voluntary quota system. 

Chairman McCarrny. Voluntary quota system 4 

Mr. McIver. But also they circumvent the voluntary quota system 
by shipping to a third country. 

Chairman McCarruy. What was the basis on which the Tariff 
Commission argued that the Japanese plywood was not competitive ? 

Mr. McIver. Well, we were at a loss to understand that. The deci- 
sion, as you know, is 4 to 2, two men found as we testified—found with 
us—while the others found it was not competitive. It’s the same type 
of product ; some of it uses the same species of wood. 

Chairman McCartnuy. It does? 

Mr. McIver. Going into the same applications. 

Chairman McCartny. Does the American plywood industry export 
any appreciable amount of plywood ? 

Mr. McIver. Wedid priorto1951. We were exporters. 

Chairman McCarrny. But since that time, you have not been 
competitive in any other market ? 

Mr. McIver. Oh, no, no. Partly because of the dollar situation, 
partly because of our cost. 

Chairman McCarrny. I wondered whether the new Buy-American 
proposal regarding the development-loan program has any bearing 
upon your industry, assuming that any plywood is being bought with 
development-loan funds, or is it unlikely ? 

Mr. McIver. Well, I’m not exactly familiar with what you're saying 
but there is under the Buy-American Act a provision that, providing 
the competitive imported material is within 10 percent of the cost, or 
some percentage, or a very close percentage of the American price, 
they must use 

Chairman McCarrny. No, it’s the application of the Buy-American 
principle to those countries to whom we give money through develop- 
ment-loan programs. It may well be that none of this money is used 
by plywood 

Mr. McIver. Well, some of them—some money has been used to buy 
logs to ship to foreign countries to make into products to come back. 
I’m familiar with that. 


TECHNOLOGICAL IMPROVEMENTS 


Chairman McCarriy. At one point in your testimony, you indi- 
cated a falling off in the number of employees. This, I assume, was 
not accompanied by a falling off in production. This was a matter of 
technological improvements and greater efficiency. There has been 
technological advance. This problem is not a question of your being 
technologically behind the Japanese. 
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Mr. McIver. Oh, no, no. 

Chairman McCartuy. We have had some testimony dealing with 
the importation of moldings from Mexico and some from Canada, in 
which it was argued that the plants in those countries were built—I 
don’t know whether this was the case with Mexico—with American 
loans; but in any case, the plants were more modern and there was 
more efficient production. In general, your equipment and methods 
were just as effective and just as efficient. 

Mr. McIver. Our equipment and methods are in the Japanese 
plants, and in the plants of many foreign countries. Our industry 
has not had an opportunity to expand with the growth and consump- 
tion of hardwood plywood for reasons that profits just wouldn’t war- 
rant the expansion, or competition wouldn’t warrant it. 

Chairman McCarruy. You know, in the operation of the Sugar 
Act as it is now established, an increase in the volume of production is 
shared between those who provide sugar to the foreign countries and 
the American sugar producers. I assume that even a proposal of that 
kind would be acceptable to you in 

Mr. McIver. Well, Senator, there was a time when we thought 
that we should have all but 10 or 15 percent of the market, and I’m 
embarrassed to admit that I have softened. We just hope that we 
could maintain something over 50, 60 percent of the market. 

Chairman McCarruy. It’s your opinion that instead of the so-called 
voluntary quota system, it would be much better if we made it a 
matter of law and a matter of formal agreement, so there could be 
some certainty for the American producer ? 

Mr. MclIver. I have no doubt in my mind that the voluntary quota 
system is not an honest system. It is circumvented in many different 


ways. 

alata McCartuy. It is a question of whether it is legal or 
whether it is honest. It might be honest in certain ways. 

Mr. McIver. Well, it isn’t honest to the American producer. That 
is of whom we’re speaking. 

Chairman McCartuy. Well, I have no other questions, Mr. McIver. 
I do hope that if you have any other testimony or information you’d 
like to give us on this, you will feel free to send it to us. 

Mr. McIver. Thank you. 

(Committee Nore.—This letter was subsequently supplied to the 
committee by Mr. McIver and it reads as follows :) 


PENOKEE VENEER Co., 
Mellen, Wis., November 20, 1959. 
Hon. Evcene J. McCartTuy, 
U.S. Senate, 
Washington, D.C. 

Dear Senator McCartruy: It was a pleasure to appear before your committee 
in Duluth yesterday, and I sincerely trust that the comments I made in behalf 
of our company and our industry will be given serious consideration by your 
committee. 

I would like to add a recommendation which by oversight in my after com- 
ments I failed to make and that is this: That we in our industry feel strongly 
the only possible solution or correction of the inequitable problem that exists is 
the establishment of fair quotas. If you and your committee will kindly give 
consideration to the establishment of quotas, no greater contribution could be 
made to the employment situation in the wood industry. 

Sincerely yours, 
M. C. Molver, President. 
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Chairman McCarruy. Mr. Richard Pruden, executive secretary, 
Superior Chamber of Commerce. Is Mr. Pruden here? If not, we 
will hear from Mr. Lee Vann, of the Minnesota Arrowhead Associa- 
tion. 


STATEMENT OF LEE VANN, MINNESOTA ARROWHEAD 
ASSOCIATION 


Mr. Vann. My name is Lee Vann. I am the executive secretary of 
the Minnesota Arrowhead Association. 

In presenting the statement of the Minnesota Arrowhead, I would 
like to first outline the purpose and intent of this organization. As 
stated in our bylaws, the purpose of this organization shall be to pro- 
mote friendly relations between the member bodies and the communi- 
ties of Northeastern Minnesota which we represent; to encourage the 
development of the natural resources of the Minnesota Arrowhead 
country ; to promote the reforestation of lands in this area, where the 
same is feasible and desirable, and to secure the passage of laws that 
will accomplish this; to encourage the development of agriculture and 
dairying in the territory in which member organizations are located ; 
to properly advertise the natural resources, the recreational and tourist 
advantages, and to cooperate with other organizations having the 
same aims as are herein set forth. 

For the last 35 years, the Minnesota Arrowhead Association has 
been carrying on a program of advertising and promotion of the area’s 
recreational, agricultural, and industrial advantages. Because of lim- 
ited financing, our primary contribution has been in the field of recrea- 
tional promotion. Our program has been in agreement with the U.S. 
Department of Commerce, Office of Area Development, which states 
in its 1957 publication : 

Your community can profit from the tourist business. * * * One of the best 
ways a community can boost its economy is to attract new industry. Today, 
possibly the fastest, most effective way to attract industry is by first attracting 
tourists. The reason is that industrialist, in selecting plant locations, are seeking 
for their employees the same kind of “community atmosphere” that appeals to 
tourists. Both industry and the tourists are looking for communities with better 
living conditions, better facilities, better civic organizations, and a wider variety 
of recreational activities. In other words, a community that goes after the 
tourist business is likely to find that it will also attract new industries. That 
is what has been happening in many communities in Florida, California, and 
elsewhere throughout the country. 


RECOMMENDATIONS 


The following are our recommendations: 

All individuals and organizations with an interest in the vacation 
and travel industry of northern Minnesota are urged to unite behind 
a program of positive action to boost the area economy. 

This cooperative approach was recommended to support a program 
with these major goals: Better roads; better fishing; preservation or 
improvement of scenic, historical and industrial sites; physical im- 
provement of resort facilities and more effective advertising. 

An organization to provide a training program for resort opera- 
tors, distribute information to the resorters, and conduct research on 
the vacation and travel industry on a continuing basis. 
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The recommendations were made by Dr. Sielaff, of Duluth, head of 
the social science division at the Duluth branch of the University of 
Minnesota, in a summary of a report on a survey of the vacation and 
travel industry in 19 northern Minnesota counties. 

The survey was conducted under Dr. Sielaff’s direction for the Min- 
nesota Arrowhead Association with funds provided by the Iron Range 
Resources and Rehabilitation Commission. 

The most comprehensive study of its kind ever conducted in Minne- 
sota—possibly in the entire country—it has produced many new and 
startling facts about the vacation-travel industry in northeastern Min- 
nesota, as well as ambitious recommendations. 

The survey, conducted in 1958, revealed, surprisingly, that rest and 
relaxation rank first among the major reasons vacationers visited the 
19-county area. Fishing ranks second and sightseeing third. 

The report estimated that vacationers spent more than $32 million 
in these 19 counties between May 11 and September 13, 1958. 

In an analysis of opinions expressed by vacationers in the area, 
beauty of scenery was given an excellent rating by the highest percent- 
age. Courtesy of resort employees, service at resorts, and courtesy of 
other Minnesotans ranked high. 

Because of the great interest in sightseeing, Dr. Sielaff said, these 
two things should be done: Place more emphasis on sightseeing oppor- 
tunities in area advertising and start a long-range plan for the im- 
provement and use of natural scenery and historic and industrial sites. 

A public resoure improvement program, he stressed, must avoid these 
two major errors: An impression that resources can be improved sim- 
ply by leaving them untouched and failure to plan on a large enough 
schedule. 

These specific recommendations are contained in the report : 

That private and public associations strengthen programs to encour- 
age the improvement and rebuilding of resorts, hotels and motels, and 
camping and trailer courts and their recreational facilities: 

A careful study to determine how more capital can safely be loaned 
to or invested in resorts and in similar establishments; 

A thorough training program in resort operation, including service, 
finance, accounting, and other subjects available each year in an area 
college or university for operators seeking to improve themselves and 
their establishments and for new people entering the resort-motel- 
hotel industry ; 

Accept an offer from the Federal Reserve Bank of Minneapolis to 
process occupancy data on resorts and similar establishments and estab- 
lish a vacation-travel research center to provide, regularly, other types 
of management information ; 

More complete support by area vacation-travel establishments for 
associations with organized joint advertising programs to make better 
use of advertising funds available; 

Continuous study by an area college or university of advertising of 
the vacation-travel industry ; 

An area-wide or Minnesota-wide organization, public or private, to 
coordinate all resource improvement and to make long-range plans for 
development ; 

Public roads, particularly superhighways from large cities of Min- 
nesota, Illinois, and Iowa, were listed as one of the major items in 
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need of improvement under the proposed resource development 
program. 

Funds not to exceed $50,000 were provided for the survey to the 
Arrowhead Association by the Iron Range Resources and Rehabilita- 
tion Commission to determine the economic significance and potential 
of the vacation and travel industry in 19 counties. 

The study was conducted under Dr. Sielaff’s direction, with a staff 
of 17 survey workers, 4 statistical analysts, a 4-man research advisor y 
committee, and 12 office workers. 

Personal visits were made to every resort, hotel, motel, and trailer 
or camp court in the 19 counties. Managers were asked to provide 
accommodations information and to send at a later date a supplemen- 
tary occupancy report. At the same time, the names of summer 
guests from May 12 to September 14 in cabins or rooms selected on 
a random sample basis were secured for a mail questionnaire. Per- 
sonal interviews were conducted with guests in residence on a sampling 
basis. 

An anonymous financial questionnaire was completed by a number 
of managers and returned by mail. And other mail samples were 
taken of summer homeowners, canoe travelers, and persons who wrote 
especially for vacation information. 

We submit a copy of the 60-page report in support of the previous 
statements and recommendations. 

We further suggest that— 

(1) The Federal Government continue its improvement, ex- 
pansion, and restoration of facilities at the Grand Portage Na- 
tional Monument; 

(2) And since one of the important segments of the vacation- 
baked business is publicly owned, such as national parks, con- 
sideration should be given to the establishment of such a national 
park in northes astern Minnesota (perhaps in that portion of the 
border-lakes area known as the “no cut” section or some other 
suitable scenic and attractive area), thus allowing this area to 
meet the “competition” of other n: itional park areas ; 

(8) And since the peak season in this area finds only 66 percent 
< our accommodation capacity occupied, an increase in traffic 
of up to 50 percent of our present vacation-travel load can be 
handled with little additional investment of capital or other 
expense. 

In our opinion, the foregoing suggestions, conclusions, and recom- 
mendations would aid in developing the vacation-travel industry of 
northeastern Minnesota and would benefit the entire State economy as 
well. The facts show that industrial development and tourism devel- 
opment are interrelated, are not competitive, and actually assist each 
other. Communities that attract tourists also attract industry. It is 
interesting to note that the top six tourist States in the country (New 
York, Florida, N New Jersey, California, Michigan, and Texas, in that 
order) do over one-third of the country’s manufacturing business. 
The tourist industry, like many other industries, will not. cease because 
of lack of materials. The forests are here forever, because they are 
protected better than ever and the lakes, many of them deep and cool, 
will not dry up because they, too, are protected i in many ways. 
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EXPANSION OF TOURIST BUSINESS 


The vacation-travel business is a rapidly expanding business. 
Longer vacations, vacations with pay, multiple vacations, long week- 
ends, paid holidays, and off-season vacations have expanded the travel 
potential until Americans have at least 122 vacation days a year, a full 
one-third of that year. 

In 1949 only three out of five negotiated labor contracts provided 
for a maximum vacation of 2 weeks. But by 1957, according to the 
July issue of Monthly Labor Review : 

Almost two-thirds of labor agreements provided maximum vacations of 3 or 
3% weeks with pay, and 20 percent provided allowances for 4 weeks or more. 

The result of this newly won leisure has been the emergence of the 
vacation-travel business as a gigantic business—“the most important 
industry today,” according to L. Dudley Stamp, professor of social 
geography in the School of Economics, London University. 

Whether we accept Professor Stamp’s estimate or not, no one doubts 
that the vacation-travel business is this country’s third largest indus- 
try. And here in northeastern Minnesota it is evident that the future 
will see a continued developing recreational paradise. Other States 
less fortunate in opportunities in the out of doors—field and stream, 
woodland, and lakeshore—are destined to lose much of their recrea- 
tional opportunities as the press of population and industrialization 
curtails their now meager resources. 


To quote Dr. George Selke, commissioner of conservation, State of 
Minnesota : 


There seems ample evidence that, with the increasing mobility of human 
beings and the great increase in recreational time, Minnesota’s now multimillion- 
dollar recreational industry will mount by leaps and bounds; that the welfare 
of the citizens of the North Star State is destined to be greatly amplified by the 
recreation industry. 

In conclusion, the recreational industry (the vacation-travel in- 
dustry) in northeastern Minnesota is destined to expand and grow at 
an estimated rate of 10 percent a year (currently), and this rate is 
expected to accelerate sharply in the years just ahead. This growth 
will mean new jobs, expanded business, increased building, new high- 
way construction, increased tax revenues for State and Federal Gov- 
ernments. If there is any one thing the State and Federal Govern- 
ments can do for this industry, it is to see that our natural scenic 
attractions can be seen, used and enjoyed by the majority of those 
citizens and visitors wishing to do so. On behalf of our more than 
12,000 associate members of the MAA, thank you for this opportunity 
to appear. 

Chairman McCarruy. Thank you, Mr. Vann. Does your associa- 
tion have any information regarding the off-season employment of 
people who work during the vacation season? Are most of these 
people self-employed ? 

Mr. Vann. Most of them are self-employed. 

Chairman McCarruy. Are some young people and college people 
who go back to school ? 

Mr. Vann. That’s right; the bulk of our part-time employees are 
mostly students. 
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Chairman McCarrtuy. So they do not cause any great increase of 
the unemployed in the off-season ¢ 

Mr. Vann. That’s right. 

Chairman McCartuy. Thank you very much, Mr. Vann. 

(The report of the Minnesota Arrowhead Association is as 
follows :) 


M.A.A. VACATION-TRAVEL SURVEY, 1958 


(Sponsored by the Iron Range Resources and Rehabilitation Department, State 
of Minnesota, Kaarlo Otava, Commissioner; and the Minnesota Arrowhead 
Association, 1957-58 president, Howard Cooper, 1958-59 president, Allen 
Rossman, executive secretary, Lee Vann) 
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CHAPTER 1. SUMMARY 


The 1958 M.A.A. vacation-travel survey of 19 northern Minnesota counties was 
a comprehensive inventory of all resorts, motels, hotels, and trailer and camping 
courts and a survey of a large, random sample of travelers in the area in order 
to determine the economic significance and potential of the vacation and travel 
industry. In this first chapter the major conclusions and recommendations are 
presented. 


(1) Accommodations 

While there are some establishments with excellent accommodations and 
recreational facilities for travelers in the 19-county area, there are many more 
establishments which need to improve their cabins and recreational facilities. 
Specifically, these other establishments need to provide more attractive cabins, 
hot water, modern bath and toilet facilities, and more recreational equipment 
of the following types: improved swimming areas or pools with varied water 
equipment; outdoor and indoor game equpment such as shufileboard courts, 
swings and ping pong tables; golf courses adjacent to or very convenient to 
resorts ; hiking trails; horseback riding facilities ; and/or other such recreational 
facilities which appeals to all members of families. Apparently the area is 
already well supplied with boats and motors. Careful consideration should be 
given to making resorts attractive on an all-year basis in order to provide a 
longer period over which to secure income, This would require sports winter 
facilities and winter-protected cabins and lodges. Motels and hotels also need 
sport facilities for both winter and summer, but most of them are already con- 
structed for winter use. 

Recommendation.—It is recommended that private and public associations 
strengthen programs to encourage the improvement and rebuilding of resorts, 
hotels, motels, and camping and trailer courts and their recreational facilities 
in the area. 


(2) Finance and management 


Many resorts, hotels, and motels (but not all) in the area are on a low profit 
level as they are now operated, apparently because they do not have the capital 
to improve cabins, lodges, and recreational equipment which would then permit 
them to charge higher and more profitable rates. Increases in capital must be 
accompanied by the training of operators in better management, in the provision 
of additional service, and in the keeping of accounting and other records. In 
the buying of supplies, resorts and similar establishments now patronize both 
local and metropolitan shopping centers in Minnesota, and this phase of manage- 
ment seems consistent with transportation and shopping opportunities available. 
In general, resorts and similar establishments do not diversify their business 
activities by operating retail stores (except where necessary as a part of resort 
service). This, too, appears to be good management policy, because providing 
necessary vacation and travel services is important and difficult enough without 
attempting to diversify. Courtesy and friendliness are attributes in which area 
operators rate high, and this is most fortunate from a management viewpoint. 

Recommendations.—(a) A careful study should be made to determine how 
more capital can safely be loaned to or invested in resorts and in similar establish- 
ments. A condition of securing such capital for an establishment should be 
evidence of an operator’s knowledge of modern, resort management, finance, and 
accounting. 

(b) A thorough training program in resort operation including service, finance, 
accounting, and other subjects should be available each year in an area college 
or university for the benefit of those operators who are seeking to improve them- 
selves and their establishments and for those new people who enter the resort- 
hotel-motel industry each year. 

(c) Because detailed information is a necessary tool of good management 
and is also the basis for further extension of credit, it is important to provide 
each year as much information about the vacation travel business as possible. 
For example, the Federal Reserve Bank of Minneapolis has offered for many 
years to process occupancy data on resorts and similar establishments if opera- 
tors would cooperate in providing the basic information on a systematic schedule. 
Such an offer should be accepted by the resort industry. A vacation-travel 
research center should be designated in an area college or university to provide 
regularly other types of management information for resorts, hotels, motels, and 
similar estabilshments. 
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(3) Marketing 


The two most important influences on prospective travelers in the 19-county 
area are their own previous experiences in the area and the recommendations of 
others who have visited the area. No program of marketing the vacation-travel 
service of the 19 counties can neglect these 2 important influences. 

Advertising is of value with another group which has had either no previous 
experience in the area or no recommendation from those who have visited the 
area. Individual resorts in the 19 counties advertise very little on the average, 
although a great many have postcards and folders describing their establish- 
ments. The small amount of advertising done by individual resorts is probably 
not very effective in competition with other vacation areas, and for that reason 
resorts might better cooperate in joint advertising programs. One possible 
alternative is for a resort to concentrate its entire advertising budget in one city, 
such as Minneapolis-St. Paul, Chicago, or others. 

The study of travelers indicates that two-thirds of them come from cities in 
Minnesota, Illinois, and Iowa. Cities in Indiana, Missouri, Nebraska, Kansas, 
and Ohio add one-fifth to the total. National studies indicate that most people 
travel not much more than 500 miles for a vacation. Therefore, it seems ap- 
parent that most advertising must be done primarily in the large cities of Minne- 
sota, Illinois, and Iowa with occasional advertising in the other States listed. 
The advertising media which can reach people in the cities of those States will 
be the most effective for the northern Minnesota vacation-travel market. 

Since reservations are made largely in a period from 1 to 6 months ahead of 
visits to the 19-county area, advertising placed roughly in the months January 
or February through June or July should be most effective. 

Three major purposes for travel in northern Minnesota are: first, rest and re- 
laxation, second, fishing, and third, sightseeing, and it is with these purposes 
that advertising should be concerned. Because fishing is uncertain and because 
the survey has shown that not all travelers are satisfied with fishing presently 
available, it is believed that this should not be the subject of much advertising. 
The subjects of rest or relaxation and sightseeing should receive much more 
attention in the advertising programs of individual resorts and resort associa- 
tions. Each of the two subjects should be analyzed continuously and intensively 
to determine the exact types of rest and relaxation and sightseeing which are 
desired. 

Recommendations.—(a) Area vacation-travel establishments should more 
completely support associations which have well-organized joint advertising pro- 
grams in order to make better use of advertising funds available. 

(b) Advertising of the vacation-travel industry should be the subject of con- 
tinuous study by an area college or university, and the information should be 
made available eack year to interested resorts, hotels, motels, and others. 


(4) Public resource development 


One subject of great interest to travelers was that of sightseeing which in- 
cluded both natural scenery of the area and historic or industrial sites. It ap- 
pears that these are of much concern to travelers from other areas. This calls 
for two types of action: first, more attention to sightseeing opportunities in 
area advertising, and, second, a long-range plan for the improvement and use 
of natural scenery and historic and industrial sites. 


TWO MAJOR ERRORS 


A public resource improvement program must avoid two major errors: first, 
an impression that resources can be improved by simply leaving them untouched, 
and second, a failure to plan on a large enough scale. With the great increase in 
population, more leisure time, and a higher national income level, more people 
travel for pleasure each decade. Evidence appeared in the survey to indicate 
that at certain times during the summer State parks and canoe trails were being 
used considerably beyond original capacity. This crowding of the wilderness 
inevitably results in damage unless enough space and enough public employees 
are available to provide the necessary service. In the northern Minnesota va- 
cation-travel area, good business management calls for long-range planning and 
development of the sightseeing opportunities. 

Fishing is a natural resource of great importance to the vacation-travel in- 
dustry. In northern Minnesota it is the second most important reason for visit- 
ing the area. Unfortunately, there is no way of determining the number of fish 
caught which will be satisfactory to all fishermen, and fishermen, themselves, 
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while of quite different abilities in the art of fishing, are unwilling to admit such 
differences. Whether fishing is better or worse than it was a decade ago is diffi- 
cult to determine. With the increasing pressure of population on fishing, how- 
ever, it seems likely that every possible attention should be given to maintaining 
and improving the quality of fishing, and, at the same time, attention should be 
placed on other forms of recreation. 

Public roads, particularly superhighways from the large cities of Minnesota, 
Illinois, and Iowa, should be a part of any long-range plan to increase the vaca- 
tion-travel business of northern Minnesota. The great majority of vacationers 
use automotive travel to get to the vacation area, and, therefore, good roads 
should be a matter for study by the vacation-travel business. 

Recommendations.—An areawide or Minnesotawide organization, public or 
private, should seek to coordinate all resource improvement and to make long- 
range plans for development. 


CHAPTER 2. THE OBJECTIVE AND METHOD OF THE STUDY 


The purpose of the M.A.A. Vacation-Travel Survey of 1958 was to determine 
the economic significance and potential of the vacation and travel industry in 
19 northern Minnesota counties: Aitkin, Becker, Beltrami, Carlton, Cass, Clear- 
water, Cook, Crow Wing, Hubbard, Itasca, Koochiching, Lake, Lake of the 
Woods, Mahnomen, Mille Lacs, Pine, Roseau, St. Louis, and Wadena. 

Funds not to exceed $50,000 were provided under contract by the Iron Range 
Resources and Rehabilitation Department of the State of Minnesota to the non- 
profit, area development corporation, the Minnesota Arrowhead Association. 
The personnel of the M.A.A. vacation travel survey organization is shown on a 
previous page. 

The basic procedure of the study was a personal visitation to each resort, 
hotel, motel, and trailer or camp court to secure information. Managers were 
asked to provide accommodations information and to send at a later date a 
supplementary occupancy report. At the same time, the names of summer guests 
from May 12 to September 14 in cabins or rooms selected on a random sample 
basis were secured for a mail questionnaire. Personal interviews were con- 
ducted with guests in residence on a sampling basis. An anonymous financial 
questionnaire was completed by a number of managers and returned by mail. 
Other mail samples were taken of summer homeowners, canoe travelers, and of 
those who wrote especially for vacation information. 

The data provided are voluminous, but the purpose here is to provide an eco- 
nomic analysis of two major aspects of the northern Minnesota vacation-travel 
industry: first, the supply of facilities and second, the demand for vacation and 
travel service. This analysis is intended to give meaning and understanding 
to the vast quantity of data. 


CHAPTER 3. THE SUPPLY OF FACILITIES 
A. Definitions 


The vacation-travel industry of the northern 19-county area in Minnesota in- 
cludes a variety of accommodations: resorts, hotels, motels (or tourist courts), 
trailer and camping parks, summer homes, and canoe outfitters. Definitions of 
hotels, motels (and tourist courts), and trailer camps are the same as those used 
in the 1954 Census of Business, volume V, Selected Service Trades-Summary 
Statistics, appendix B, kind of business classification. A few establishments 
intermediate between tourist homes and motels have been included under motels. 
The term “resorts” used in the M.A.A. survey would include the census classi- 
fication “sporting and recreational camps,” but the very large number of estab- 
lishments included in the M.A.A. survey under the word “resorts” as compared 
with the relatively small number reported in the census under sporting and rec- 
reational camps indicates a difference in classification in practice, a difference 
in return (the census was a mail canvass while the M.A.A. was a personal inter- 
view canvass), or a very considerable increase in “resorts” between 1954 and 1958. 
The M.A.A. survey indicated that in Cass County with 415 resorts 5.3 percent 
were opened between 1956 and 1958, in Crow Wing County with 371 resorts 
3.5 percent were opened during those years, and in the other counties with 100 
or more resorts the percentages opened between 1956 and 1958 were: Aitkin, 1.4 
percent, Becker, 8.4 percent, Beltrami, 4.5 percent, Hubbard, 5.6 percent, Itasca, 
7 percent, and St. Louis, 5.4 percent. It is probable that all three explanations 
are involved. The census also describes the difficulties of precise classification 
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of the many establishments, and in order to make clear what has been included 
in the present survey in the various categories, a comprehensive list of names 
of establishments in their respective classifications has been prepared. 

A summer home is defined as a private residence having the following char- 
acteristics: (1) It is used only for a part of a year, usually during the summer. 
(2) it is owned by a person or persons having another permanent residence. 

A canoe outfitter is defined as one primarily in the business of renting canoe 
and camping equipment to travelers. This would exclude resorts which operate 
a canoe outfitting service as a subsidiary phase of their business. 

A traveler is one who spends at least one night in the 19-county area in a rented 
place other than his permanent residence. 


B. Number and size of establishments 


An important step in understanding an industry such as the vacation and 
travel industry is to determine the number and size of the establishments or 
business units in it. In table 1 the number of establishments serving the 
vacation and travel industry with overnight accommodations is given. Resorts 
constitute a very large part of total accommodations, and altogether 2,109 resorts 
provide.) information for the survey. It is estimated by the survey group that 
about 50 other resorts were not included in the tabulations, largely because 
these resorts were closed, insolvent, or otherwise inappropriate in the survey, 
or they were uncooperative. There were 89 hotels, 438 motels, or tourist homes 
or courts, and 96 trailer or camping courts which provided information. Only 
a sample was taken of summer homes and canoe outfitters, and no estimate of 
the total numbers was made. A total of 2,732 establishment visitations was made. 
It was not possible to obtain report forms complete in every way for each of 
the establishments, and this will be indicated in the various tables by a sample 
smaller in size than the numbers in table 1. 

The relative significance of the various northern counties in providing accom- 
modations is shown in table 2. The southwestern part of the 19-county area 
easily dominates the resort business, although in St. Louis County, a county of 
large area, there are many resorts, too. In numbers of resorts the counties 
would be ranked through the first eight counties as follows: Crow Wing 18.2 per- 
eent, Cass 16.4 percent, Itasca 10.8 percent, Hubbard 10.3 percent, St. Louis 8.3 
percent, Becker 8.2 percent. Beltrami 8 percent, and Aitkin 7.2 percent. In 
number of resort cabins the counties would be ranked: Cass 20.2 percent, Crow 
Wing 17.4 percent, St. Louis 12.3 percent, Hubbard 8.8 percent, Itasca 8.8 percent, 
Beltrami 7.1 percent, Becker 6.5 percent, and Aitkin 6 percent. In numbers of 
hotels and motels, the high ranking counties are largely in the northeastern part 
of the 19-county area: St. Louis with 29.4 percent of the establishments and 39.6 
percent of the rooms, Cook with 13.2 percent of the establishments and 9.1 percent 
of the rooms, and Lake with 12.8 percent of the establishments and 7.5 percent of 
the rooms. Beltrami with 7.2 percent of the rooms and Crow Wing with 6 
percent of the rooms stand high aiso. However, comparing counties on the basis 
of establishments per 10,000 acres, it is apparent that the southwestern section 
easily dominates the entire northern 19-county area. The first nine counties 
ranked on this basis are: Crow Wing, Hubbard, Cass, Becker, Mille Lacs, Itasca, 
Aitkin, Cook (a northeastern county), and Beltrami. 

If the five counties Crow Wing, Hubbard, Cass, Becker, and Wadena were 
designated as the southwestern counties, the number of establishments per 10,000 
acres would be 3.5 based upon a total of 1,294 establishments and a total acreage 
of 3,734,000 acres. The other 14 counties have 0.8 establishment per 10,000 
acres. The five counties indicated have 47.4 percent of all establishments in the 
19 counties. 

Establishments in the 19-county resort business are rather small. The average 
resort has 7.2 cabins, but the range is rather wide. In table 3 are the average 
sizes of resorts in various counties. 

An analysis of the dominance of the southwestern section of the 19-county 
area in number of establishments is not simple. Because the historical facts 
are not available, only a tentative explanation can be advanced. That explana- 
tion is based, first, upon the attractive alternative employment opportunities in 
mining which have existed in the northeastern section of the area, and, second, 
upon that area’s somewhat shorter summer period. 

Mining of iron ore has employed large numbers of workers for over a half 
century and has clearly dominated the northeastern area economically. Those 
who had considered resort operation as a business there might have found it 
more attractive to take generally well-paid work in iron ore mines rather than to 
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open resorts. Resort operation required an investment of capital, too, and that 
would have served to eliminate many prospective resort operators. 

In addition, is the fact that the resort season in northeastern Minnesota is 
somewhat shorter than in western Minnesota as a result of the modification of 
its summer climate by Lake Superior. This can be seen in an examination of 
resort and other establishment occupancy. 

These influences would have tended to discourage the development of as many 
resorts in the northeastern area as have been opened in the southwestern section 
of the 19 counties and would also have discouraged the movement of resort 
operators into the northeastern area. 

Basically, resort operators can and have met the problems of climate by 
adding winter facilities or by making their establishments as attractive and as 
profitable as possible during the relatively short summer season. 

With the increase in vacation time, the shorter workweek, and the increase in 
family incomes in the United States and the economic attractiveness of the vaca- 
tion and travel industry has increased, and the possibility of profitable operation 
in the future has been the reason for the present M.A.A. vacation-travel survey. 

Because the southwestern section has so many establishments, it is desirable 
to determine whether or not this is likely to continue in the future. Tables 4 and 
5 have been constructed to answer this question as far as that is possible. 

These tables indicate that the percentage of motels, hotels, and courts or 
camps constructed in recent years is greater than the percentage of resorts. 
Apparently, resorts were constructed in large numbers before 1945 and the 
rate of increase has diminished in recent years. Other establishments while 
smaller in total numbers are increasing more rapidly in recent years. Table 5 
reduces the rates of increase to a yearly basis. For resorts 2.2 percent of a 
total of 2,109 is equal to 46 resorts opened per year between 1951 and 1955 
on the average and 1.6 percent is equal to 34 resorts opened per year between 
1956 and 1958. For hotels, motels, and trailer and camp courts 5.8 percent 
of 623 is equal to 33 opened per year between 1951 and 1955, and 3.2 percent 
is 19 opened per year between 1956 and 1958. Thus, while the rate of opening 
is higher for motels, hotels, and courts or camps, the gross number of resorts 
opened is slightly higher. This does not, of course, take into account expansion 
of present resorts or other establishments, and, therefore, it must be regarded 
as a rough measure of the trends in construction. 

The rate of opening for all establishments in the 19-county area as shown 
in table 5 was lower from 1956 through 1958 than between 1951 and 1955. 
The reasons for this decrease in the rate of openings are too complex for 
discussion here, but, tentatively, the somewhat depressed economic conditions 
of 1957 and 1958 may have been an important cause. 

Tables 4 and 5 do not appear to indicate a clear trend in the building of 
establishments in any one section of the area. However, certain local situations 
are recognizable, as for example, the rather substantial increase in motels in 
Duluth and St. Louis County. In the southwestern counties there is apparently 
a heavy emphasis also on the building of motels and similar establishments. 

To get a perspective of the number and size of establishments, data from the 
1954 Census of Business are shown in table 6. Minvesota, while having a con- 
siderably smaller accommodations industry than such States as California 
or Florida, has nevertheless a very satisfactory industry in size when compared 
with States such as Wisconsin or even Colorado and Arizona. This table may 
help to correct widespread misconceptions of the relative size and receipts of 
the Minnesota accommodations business and provide a key to better understand- 
ing and greater respect for the Minnesota vacation-travel industry. 

Table 7 shows data for Minnesota only. It will be noted that the hotels 
while only 24.6 percent of the number of motels, hotels, and similar establish- 
ments in Minnesota have 74.6 percent of the total receipts and 90.3 percent of 
the payroll of all the establishments combined. In the U.S. Census of Business 
1954, table 6C, is the information that 99 hotels in Minneapolis-St. Paul, each 
with 25 or more guestrooms (3.8 percent of all establishments), provided 
$22,454,000 of customer receipts, or 37.7 percent of the total for all Minnesota 
hotels, motels, tourist courts, trailer parks, and camps. 

The hotel, motel, tourist court, and related businesses in Minnesota involve 
a great number of establishments, but the few larger organizations take a major 
share of total receipts. The larger establishments in the hotel business are more 


likely to be found in Minneapolis and St. Paul, although there are some excep- 
tions, as for example, in Duluth. 
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In the 19-county area, of course, the number of resorts far exceeds the num- 
ber of motels, hotels, courts, and camps which makes difficult a comparison of 
northern and southern Minnesota. 


C. Accommodations facilities 


In an economic analysis of the vacation-travel industry, it is significant to 
know not only the number and size of the establishments relative to other 
areas, but it is important to know the quality of the accommodations which 
are available. The accommodations survey approached this problem by tabu- 
lating the various types of facilities in the resorts, hotels, motels, and tourist 
courts. 

The great majority of cabins are of simple construction. They are largely 
frame cabins with a room heater, electric lights, refrigerator, bath facilities in 
only a third of them, inside toilet facilities in only about half of them, hot water 
in only a third of them and no water at all in another third. Modernization of 
cabins in the 19-county area has not progressed very far as yet. There are, 
of course, many fully modern and very attractive cabins, but they are not in 
the majority. 

Determining the extent of modernization in the various counties must be 
based upon such definite criteria as the existence of hot water in cabins, private 
bath, inside flush toilets, electric lights, refrigeration, and fireplace (table 8). 
A simple and yet revealing measure of the competitiveness of resorts in these 
facilities in the various counties can be obtained by dividing the counties into 
2 almost equal groups, that is the first 10 counties on a rank basis and the 
last 9, for each facility. The counties that are ranked in the first 10 in at 
least 4 facilities are: Becker, Beltrami, Carlton, Cass, Crow Wing, Hubbard, 
Itasca, Koochiching, Mille Lacs, and Wadena. These 10 counties have 73.1 
percent of all cabins in the area. It is significant to note that all 5 of the 
southwestern counties are in this final list of the 10 counties with the largest 
percentages of modern facilities. It has already been indicated that those 5 
counties dominate the 19-county area in total number of resorts (47.4 percent 
of all resorts). No statement of this kind about facilities can be made without 
also saying that there are truly outstanding resorts in every county including 
such counties as Cook, Lake, and St. Louis which in percentage terms may be low. 

Nevertheless, when the matter of area competition is considered, it must be 
admitted that a serious situation exists in the 19-county area in the lack of 
modern facilities for a majority of cabins. In some counties the overall situa- 
tion is more serious than in others. While traveler opinion will be discussed in 
another part of the study, it is important to give the results here of the traveler 
survey on one subject, that is toilet and bath facilities. When asked for a rating 
on this one subject, 29.3 percent rated toilet and bath facilities excellent ; 39.7 
percent rated them good; 15.9 percent rated them fair; 6.8 percent poor; and 
8.3 percent had no opinion. We do not know, of course, how many travelers did 
not come for lack of modern facilities. 

Motels, hotels, tourist courts and camps are quite different in their facilities. 
The great majority of rooms have hot water, private or central bath, and flush 
or central flush toilets. Practically all have electric lights, but only a small 
number have refrigeration available. Central heating is much more common 
with gas room heating also important. There is little criticism needed of the 
basic facilities in motels and hotels. The appearance and more intangible 
aspects of operation are beyond the scope of this section of the survey. 


D. Recreational facilities 


An extensive tabulation of recreational equipment was made. For compara- 
tive purposes, four categories were considered subject to statistical treatment. 
They were swimming facilities, equipment and games, row boats, and outboard 
motors. There were so few listed in other categories that no general analysis 
was advisable. 

Swimming facilities included bathing beaches and pools. Equipment and 
games included 21 types which are listed in table 9. 

For the purposes of this analysis, the sum of cabins and rooms was used to 
obtain a better understanding of the degrees of concentration of the types of 
recreational facilities for all kinds of accommodations. It is believed that, 
secon this is not ideal, it is a better measure than establishments would have 
een. 

The following counties would be ranked in the first 10 in all 4 types of recrea- 
tional facilities per cabin or room: Aitkin, Beltrami, Cass, Crow Wing, Hubbard, 
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and Itasca. Counties which are in the first 10 in at least 3 categories are: 
Becker, Mahnomen, and Mille Lacs. Those which are high in one or two 
categories are: Clearwater, Lake of the Woods, Pine, and St. Louis. 

Four of the five southwestern counties are high in recreational facilities per 
cabin or room. The first 6 counties, Aitkin, Beltrami, Cass, Crow Wing, 
Hubbard, and Itasca have 11,382 cabins and rooms or 53.4 percent; the first 6 
plus Becker, Mahnomen, and Mille Lacs have 12,929 cabins and rooms or 60.7 
percent; and these 9 plus Clearwater, Lake of the Woods, Pine, and St. Louis 
have 18,284 cabins and rooms or 85.8 percent of the total for the 19 counties. 
While there are some small counties involved, the counties with large numbers 
of accommodations tend to have the most recreational facilities per cabin or 
room. This would seem to indicate that where competition among operators is 
greater, more recreational facilities are provided. 

On a more general basis, it is appropriate to ask what amount of recreational 
facilities should be provided to encourage more tourists in the 19-county area. 
The travelers’ survey will provide some information on this later in this report. 
On the average basis, it should be noted that 0.07 of a swimming beach is avail- 
able per cabin or room, 0.31 of a game or equipment unit, 0.54 of a row boat, and 
0.17 of an outboard motor. It might be assumed that tourists resident at a 
resort or similar place would make a choice between four or five recreational 
possibilities: boating or fishing, swimming, games, rest, other activities. Row 
boats (0.54), plus game units (0.31), and swimming (0.07) equal 0.92 or almost 
one for each cabin or room. If we assume from two to four people in a cabin or 
room, present recreational units would seem almost enough to occupy the time of 
tourist guests quite satisfactorily if these were well divided and tourists used 
them in rotation. Unfortunately, not all sections of the 19-county area are 
equally well equipped. There is the need, too, to provide for enough equipment 
of every type to avoid delay and congestion in the use of any one unit at a given 
time. On this basis, it is probably true that every section of the area could 
advantageously provide more recreational facilities per cabin or room. 


E. Rates 


A total of 2,581 establishments provided information about their rates, and, of 
this total, 2,096 were resorts (tables 10, 11, 12, 18, 14, 15). 

Most resorts, that is, 1,895, are European plan only, and they do not include 
meals in their rates. Only 158 resorts make the American plan available, and 
only 48 have the American plan exclusively. This indicates that not many 
resorts offer the type of luxury vacation in which all services, especially meals, 
are provided. The predominance of the housekeeping or European-plan resort 
must be considered when the nature of the area resort business is being analyzed. 
At this point, it is important to note that there are quite a number of the 
American-plan resorts in Cook, Lake, St. Louis, and Itasca Counties, although 
Cass and Crow Wing have a large number, too. The fact is that American- 
plan resorts have a higher concentration in the northeastern counties than the 
European-plan resorts. In 3 of the northeastern counties, St. Louis, Lake, 
and Cook with a total of 6,282,000 acres and 65 American-plan resorts, there 
is 0.010 resort for each 1,000 acres, while in the 5 southwestern counties with 
46 American-plan resorts and 3,734,000 acres, there is 0.12 such resort for each 
1,000 acres. The comparison is quite different, as previously noted, for house- 
keeping cabins. While the numbers are too small in total to justify general 
conclusions, it is worthwhile to ask whether or not economic conditions in the 
northeastern area might be more favorable to the American plan rather than 
the European-plan resort. 

For housekeeping cabins, the average minimum rate was $36.34 per week and 
the average maximum rate $56.43 per week. American-plan resorts had an 
average minimum of $8.95 per day ($62.65 a week) and an average maximum 
of $10.11 ($70.77 per week) per person. The range for housekeeping-type re- 
sorts was from an average minimum of $24.88 (Wadena County) to an average 
minimum of $40.62 (Koochiching County), and the maximum range was from 
an average of $37.18 (Pine County) to an average of $68.75 (Clearwater 
Younty). There are few detailed rate statistics throughout the United States, 
but a report on winter and summer visitors in Arizona made by the Bureau of 
Business Research of the University of Arizona in 1955 indicated that they 
classified their American-plan resorts as follows: 
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Arizona American plan per person per day rates, 1955 





Phoenix area Tucson area 





Upper price range. __--- i Over $35. _- Over $22 
Middle price range _- i _.| $14 to $25 £12 to , 
Lower price range. ..-._--_-_-- ‘ Under $14 _....-... | Under $12, 


It will be noted that 1958 rates in the 19-county area would be practically all 
in the lower price range of the 1955 Arizona rates. Of course, the situations 
are quite different, but this makes clear the fact that Minnesota’s rates are not 
particularly high for American plan facilities. 

Hotels in the 19-county area also have relatively low rates. The mean of the 
minimum rates for single occupancy was $2.47 and the mean of the maximum 
rates was $3.52. For double occupancy the mean of the minimum rates was 
$3.46 and the mean of the maximum rates was $4.85. In the same Arizona 
study, lower price range hotel rates are under $4 in the winter and under $3 in 
the summer for single occupancy. 

Motel rates were somewhat higher than hotel rates in the 19 counties, probably 
indicating somewhat better accommodations on the average. The average mini- 
mum single rate in motels was $4.84, the minimum double rate $6.27, and the 
minimum family rate $8.07, all of which were higher than corresponding hotel 
rates in the 19-county area. The average maximum single rate is $5.56, double 
rate $7.61, and family rate $9.84 in motels, all of which again are higher than 
maximum average hotel rates. There are important exceptions in the hotel 
field, but it is reasonably clear that motels provide more expensive accommoda- 
tions on the average than do hotels in the 19-county area. Motels also appear 
to provide generally better accommodations, using rate structures as a criteria, 
than do housekeeping cabins on the average in the area. 

Another important observation about motels is that three of the northeastern 
counties which have not been high in resort categories definitely have the most 
expensive and probably some of the best motels on the average in the 19-county 
area. Perhaps the somewhat later development of this part of the area has been 
an advantage in that comparatively modern motel accommodations have been 
constructed. The conclusion is not quite so clear based upon double or family 
rates, but it is a significant observation nevertheless. 

Finally, trailer and camping courts are shown as very low priced accom- 
modations, from an average of $0.94 a day for camping courts to an average of 
$1.17 for trailer courts. Not enough cases are involved to make a county 
analysis useful. 


F. Occupancy 


Two occupancy facts are striking in the 19-county vacation-travel industry. 
One is the seasonality of the accommodations business and the other is the 
relatively low percentage of occupancy at the peak of the season. 


SEASONAL PEAK 


In table 16, the peak occupancy week for the entire 19 counties is shown as 
August 17, although all the other weeks from June 29 through the end of August 
are near the peak. Even in the highest occupancy week, however, only 51,413 
people occupied establishments which had a capacity of 78,092 (table 17). This 
is 65.8 percent occupancy in the 15-county area at its high point, and it indicates 
either a large amount of overcapacity or serious inadequacy of the unused resort 
eabins and hotel or motel rooms. This is a matter which must be studied care- 
fully before new investments are made. If there is actually overcapacity, then 
the accommodations business may already have a serious overinvestment situa- 
tion. Such a situation would make it difficult for those in the business to with- 
draw capital and to move to other types of business. 

There is reason to believe it may not be all overcapacity, however, because, as 
has been indicated, resort cabins, particularly, have on the average relatively 
few facilities. This is not an easy problem to correct in an area where the 
typical resort has only 7.2 cabins. Resorts of small size might be unable to secure 
the needed investment capital. 

Table 17 shows occupancy at the seasonal high point for each county. There 
is a rather wide range of peak occupancy rates, although the larger counties in 
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numbers of resorts tend to be near the average. In none of the large counties 
is the occupancy high enough to indicate a shortage of accommodations on the 
average. ‘The excess accommodations or the undesirable accommodations, if 
that is the case, are in abundance throughout the 19-county area. Of course, 
there are many establishments which are consistently well filled every year. 

Arguments that are often raised in connection with the rather low occupancy 
rate at the high point of the season are either that the year itself was one of 
generally low resort business or that more advertising would improve the 
situation. Both of these may be factors, of course, but we are fortunate in 
having evidence on occupancy from 1952 and 19538 which can be compared with 
1958. In table 18 of the results of a Minneapolis Federal Reserve Bank study of 
occupancy are presented. Areas I and II are clearly within the 19-county area, 
and it is immediately apparent that the occupancy rate was not high in those 
years either. The statement is made in the report that, “Occupancy of the re- 
porting sample of Minnesota resorts was at almost the same level during 1953 
as during 1952 and 1951.” (See table 18 for reference.) Thus, it would seem 
that the problem of low occupancy is one of long duration. It is not confined 
to 1 year by any means. 

Whether or not additional advertising would secure customers to fill the un- 
used cabins must be a question reserved for the study of demand for travel 
accommodations. 


EXHAUSTIVE STUDY 


A careful study of the data which are available in the M.A.A. vacation travel 
survey seems to indicate a need for a rather exhaustive study of the more suec- 
cessful resorts. For those fully equipped American plan resorts which fur- 
nished complete information, the rate of occupancy was very high at the seasonal 
high point, but more data about others are necessary in order to provide a final 
answer to the question of the effect of complete facilities in resorts. 

The second important feature of the occupancy is its seasonality. In tables 
16, 17, 19, and 20 and also on the separate statistical section of this report, there 
is an analysis of occupancy by county and for the area. It will be noted that 
the month of heavy resort business is quite different among the counties. The 
southern part of the area tends to have a June or July concentration while the 
northeastern sections have heavy August business. ‘This appears to be largely 
a weather phenomena, the warmer sections reaching a high point of occupancy 
first, and the cooler sections later. Fishing in certain large lakes like Mille 
Lacs tends to be in progress early, and this helps the early season business. 

Beyond the county differences is the fact that the season extends for not much 
more than 3 months (table 16). In May, early June, and early September, oc- 
cupancy is only half or less of the highest occupancy during the summer. When 
asked for opening and closing dates, mid-May and September or October were 
the most common opening an: closing dates respectively for resorts, although 
some resorts provided for winter activities, largely ice fishing or hunting. Skiing 
has been opened in some parts of the area, but it is still in the early stages of 
growth. 

While on the whole a large percentage of resorts close for the winter, especially 
in the counties of heavy resort concentration, it is interesting to note iu table 
19 that hotels and motels are more likely to remain open all year. The notable 
exceptions are in Lake and Cook Counties where motels and hotels also tend 
to close in the winter. Another exception is to be found in Mille Lacs County 
where more resorts remain open, probably to provide accommodations for the 
ice fishing travelers. Even if there were an established winter sports business, it 
is likely that many resorts would be unable to remain open, because most cabins 
are not suitable for winter occupancy. Substantial investments would be neces- 
sary to make many resorts suitable for winter use. Newly constructed motels 
and hotels are normally suitable for winter use, and, for that reason alone, might 
remain open to secure any off-season business available. 

The observation which is significant is that it would be difficult to change the 
seasonal pattern of many resorts, even if winter sports were developed, without 
substantial investments in resort facilities. Thus, the changing of the decided 
seasonal pattern in the area may require investment not only in winter sports 
facilities, such as ski areas, but also in accommodations as well. It may be that 
in certain areas where resorts, motels, and hotels are attractive and winter 
protected, but little used in winter, only the winter sports facilities wou'd nee 
to be provided. 





1370 UNEMPLOYMENT PROBLEMS 


The addition of new all-year accommodations will probably make more diffi- 
cult the situation of resorts with relatively inadequate facilities which are now 
only partially filled at midseason. Some of this can already be observed where 
many new motels have recently been erected. The securing of investment capital 
is always difficult in the accommodations business, and the actual investment 
of such capital often makes older facilities obsolete with painful adjustments 
necessary. Unless all establishments, or at least most establishments, improve 
facilities at about the same time, there will be a number of owners of less at- 
tractive establishments who will be forced to discontinue business, because they 
will find themselves less and less able to compete effectively. The possible eco- 
nomie relocation, social adjustment, and even political problems which are in- 
herent in an industry such as this which may be involved in long-term capital 
investment require careful study. 

In table 20 the total seasonal business is compared with the possible oc- 
cupancy of establishments. On the whole, most counties get about the same 
percentage of total travel business as they have of possible occupancy. There 
were some exceptions as for example in the case of Cass and Cook Counties, but 
the differences are too small to justify any general conclusions. The conclusion 
seems to be that the larger problems of overcapacity and seasonality are more 
significant than any small differences among counties. The solution to major 
19-county vacation and travel problems is probably not to be found in greater 
competition among counties, but rather in an areawide attack on probleiis which 
are common to all counties. 

DIVERSIFICATION NEEDED 
G. Sales of tangible goods 

Diversification is a possibility and a problem in almost every type of business 
enterprise. In the vacation-travel business the problem appears in the matter 
of whether or not an establishment should sell tangible goods such as groceries, 
soft drinks, candy, gifts, liquor, and beer. Other tangible goods might also be 
involved, but in this survey the inquiry was limited to the more common goods. 
Selling these goods does definitely require a different type of knowledge or skill 
than providing accommodations service, and in this respect there would be di- 
versification if such tangible goods were sold. 

It is sometimes said that selling these goods is only an extension of the gen- 
eral vacation service of an establishment, but that is not altogether true. There 
are many types of drugstore products or sporting goods which might be desired 
at the resort by travelers but which most accommodations’ owners would never 
consider selling. 

Considering the resorts of the 19 counties as a whole, soft drinks (56.8 per- 
cent of the establishments) are the most frequently provided good, and candy 
is the second (51.5 percent). Next in order are: groceries (29 percent), beer 
(24.3 percent), gifts (23.2 percent), and liquor (0.7 percent). Except for soft 
drinks and candy, neither of which require much retailing skill, there is actually 
little diversification. Only about a fourth of the establishments sell groceries, 
beer, and gifts. 

It is important to notice, however, that there are wide differences among coun- 
ties in the amount of diversification. In the southwestern counties of Becker, 
Cass, Crow Wing, and Hubbard, there appears to be less than the average di- 
versification in the sale of groceries, soft drinks, candy, and beer. Perhaps the 
small geographical area and the nearness of towns makes unnecessary the sale 
of these products. Or perhaps there is greater concentration on the service 
aspect of the resort business. 

By way of contrast, Cook, Lake, and St. Louis Counties are generally higher 
in percentages of tangible goods sold. The nature of the north shore vacation 
area is different from that found elsewhere in the 19-county area with distances 
to cities along the north shore of Lake Superior being rather great. 

The major difference between resorts and other establishments is that other 
establishments, principally motels and hotels, have even less diversification on 
the average. The concentration on accommodations service in motels, hotels, 
and the like is greater than in resorts. This may be explained in part by the 
fact that motels and hotels are usually in or very near a city where most of 
the tangible goods are easily available. 

No clear pattern appears in the case of liquor bars, and their presence seems 
to depend largely on the desires of the individual proprietor and legal restric- 
tions. Except in Koochiching County, an extremely small number of resorts have 
bars which seems to indicate that most resorts are interested in providing family 
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vacations, and except in Crow Wing County, very few motels and hotels have 
bars. Of course, the legalizing of more liquor sales and of gambling raises 
broader questions of public policy. The experience in other States seems to in- 
dicate that gambling draws an entirely different group of travelers who bring 
with them some results which may not be subject to approval by the present resi- 
dents and by families which now travel in the 19-county area. 

In general, it would seem that diversification is rather Jimited in the 19-county 
accommodations business, and it is probably related to the density of estab- 
lishments and transportation distances in an area. 


H. Advertising 


One of the most important questions in the management of resorts or other 
such establishments is the amount of advertising which should be done. This 
question has been raised in another section dealing with occupancy and it will 
be considered also under the demands for vacation-travel service. It is the pur- 
pose of this section to analyze the amount of advertising actua’ly done in the 
19 counties. Tables 21, 22, and 23 provide the necessary information. 

The most popular form of advertising is the picture postcard which wes used 
by 878 resorts (42.1 percent) and 157 other establishments (34.1 percent). Re 
sorts used folders as the next most important type of advertising with 751 re- 
sorts listed (36 percent), but relatively few other establishments used this form 
of advertising, altogether only 26 other establishments (5.6 percent). 

Newspaper advertising was used by 404 resorts (19.3 percent) and 63 other 
establishments (13.7 percent), while 488 resorts (21 percent) and 42 others 
(9.1 percent) used magazine advertising. Few resorts and other establishments 
used radio and television advertising, the number using radio being 37 resorts 
(1.8 percent) and others 12 (2.6 percent) while those using television were 88 
resorts (4.2 percent) and 8 others (1.7 percent). A rather large number used 
outdoor advertising, 374 resorts (17.9 percent) and 113 others (24.5 percent), 
and quite a few used other advertising media, mostly direct mail, with 42¢ 
resorts (20.3 percent) and 109 other establishments (23.6 percent). 

There is considerable diversity in the types of advertising media used by 
establishments. Printed advertising and outdoor advertising seem to be more 
popular with establishments, but table 23 may indicate why this is true. Most 
establishments spend very little for advertising, and they may buy that which 
requires the lowest total investment. Of course, this raises the question of how 
many people are reached by the various media and the dollar cost per person 
receiving the advertisement which may or may not make any one of the 
media listed including television an economical investment of advertising funds. 
Certainly it would be difficult to follow the reasoning involved in the selection 
of media by the various establishment owners. Often it may be simply the adver- 
tising salesman who calls first or most consistently who sells the advertising 
media. 

Another important question is to be found in the differences among counties 
in advertising. Cook County, for example, has a large percentage of resorts using 
most forms of advertising, while the resorts in the southwestern counties 
are much less likely to use advertising. This may have considerable significance 
if it indicates a serious struggle for vacation-travel business in any one area. 
Comparisons have been made indicating the smaller number of establishments 
in certain areas, and this combined with occupancy data and advertising expendi- 
tures may indicate certain basic problems in demand in particular areas which 
are not now readily definable. 

In table 23 it becomes apparent that vacation-travel establishments make rela- 
tively small expenditures for advertising, because the great majority spend less 
than $100 to $200 annually for any one type of media. It will be important in 
analyzing demand to determine if substantial additional expenditures would be 
advisable. It has been argued that more advertising would make possible the 
operation of establishments closer to capacity, but, of course, such advertising 
would have to be less expensive than the income from a gain in customers. 
That question would require much study if indeed it could ever be answered. 
Some have used cooperative advertising through resort associations as a means 
of increasing volume and advertising coverage at less cost per establishment, 
and this has been reasonably popular in the area. 


I. Sources of supply 


Supplies include fuel, power, repair parts, food, beverages, candy, gifts, equip- 
ment, and many other products. Establishments differ, of course, in the quantity 
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and type of supplies which they buy, this being dependent on the service which 
they offer to travelers. 

In the field of retailing it has been generally known that cities tend to draw 
shopping trade in direct proportion to their size and in inverse proportion to the 
squares of the distances to them.’ While the determination of trade territories 
is too complex to be established in this report, there are indications of the shop- 
ping habits in the various counties. 

In most cases the principal city in a county receives a large part of the county 
establishment business, but there are some counties which do not have a large 
shopping center. In these counties, as might be expected, much trade goes to 
large trading centers in nearby counties. The presence or absence of good roads 
is also a factor in the flow of trade to adjacent shopping centers. 

It is important to notice, too, that the great metropolitan center of Minneapolis- 
St. Paul has considerable drawing power in the northern part of Minnesota. As 
will be seen later, it also furnishes many of the vacation parties to the northern 
area. In these respects the 19 counties are closely associated economically with 
Minneapolis-St. Paul, and this association should be more thoroughly understood 
by people in both areas. While it is not possible to produce statistical evidence, it 
was observed during the survey that considerable resentment existed between 
retail store owners and establishment owners in a few small areas as a result 
of purchases made in other shopping areas. It can be seen that retail com- 
petition is not confined to one city or one area, but is both area and statewide. 
Near State borders it would probably be clear that retail competition is not con- 
fined by State lines either. This is simply the result of more rapid and convenient 
transportation and perhaps more attractive shopping areas in certain cities. 


J. Finances 


The survey of accommodations finances was accomplished through the use of a 
confidential and anonymous questionnaire which, therefore, could not be identified 
by county. However, accommodations were identified by whether or not they 
were American plan. Altogether 536 replies were received. 

The net profit to investment is the most important measure, but it needs care- 
ful interpretation. It will be noted that the percent ranged from 8 to 6, except 
in one case, for all establishments (table 24), and this might be judged to be 
at least a reasonable minimum return. However, there are factors which are 
hard to measure. The establishment owner usually lives at his place, and his 
house is often winter-protected for year round use. At the same time, his own 
wages and those of his wife and children are not usually included in his 
calculations. During the winter he may be considered the caretaker, and his 
imputed wages would be different during that time than during the summer. 

Depreciation is also a problem, particularly because many of the cabins are 
of simple construction with easy repair and rejuvenation. Calculation of de- 
preciation in such a case is not simple, and repair and maintenance may actually 
approximate depreciation. Obsolescence is probably more important. 

It is for these reasons that measurement of actual profit is indeed difficult. 
The percentages which are given represent the establishment owner’s judgment 
of his own profit. 

LOW NET PROFIT 


On that basis net profit in most establishments through all the investment 
levels is low in terms of dollars, except at the highest investment level. If the 
proprietors were to count the profits indicated as their whole return, most of 
them would find it more worthwhile to seek other employment. The fact is that 
the profit figures are not the entire return, because these establishments represent 
a level of living for owner families which is attractive, particularly if there is a 
liking for outdoor life. Of course, at the lower investment levels even liking 
for outdoor life must be strained by the exceedingly low dollar return. 

It will be noted that most of the income is from the primary resort services 
of rental and in some cases provision of meals. However, at the higher invest- 
ment levels the amount from other sources, while not large in percentage terms, 
is quite large in terms of dallars. An unanswered question is how much of 
establishment profit is obtained from non-service sources. 


1 See “A New Application of the Law of Retail Gravitation,” by P. D. Converse. Opinion 
and Comment, University of Illinois, vol. IX, No. 38, Aug. 25, 1947, p. 44. 
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Among the expenses of operation, property taxes is smallest with others follow- 
ing in approximate order: fuel and light, repair and maintenance, and the three 
largest, wages, food, and other expense. 

One of the best earlier studies of resort finances was made by Prof. Reuel I. 
Lund of the University of Minnesota School of Business Administration.” In 
that study Professor Lund found resort profits as a percent of investment to be 
very small or negative when a minimum amount was added to expenses for the 
owner’s salary. His conclusions are similar to those found in this survey. How- 
ever, the significance of a family residence at the resort or establishment with 
the living level that involves is a concept which is added in this survey, in order 
better to understand the existence of such a large number of establishments. 
Both Professor Lund’s study and this one seem to imply that great numbers 
of resorts are not operated with the prospect of a large profit return. It may 
well be that the sociological aspects of this should be seudied in order to de- 
termine what is necessary to make the vaction business more profitable. 

Professor Lund suggests that the more modern resorts tend to be closer to 
capacity at the height of the season, an observation which has also been made 
in this survey. 

K. Summer homes 

A growing source of income in the 19-county area comes from the family which 
maintains a summer home in the area. Because there is a gradual gradation into 
permanent residences, it is not easy to identify summer homes. The definition 
has been given on a previous page. For the purposes of this minor phase of the 
M.A.A, vacation-travel survey a random sample of 533 summer homes was used. 
This randomness was achieved either geographically or numerically depending 
upon the way in which property lists were kept at the various county seats. 
(tables 26, 27, 28, 29). 

Certain characteristics may be indentified. Most summer homes are one- 
family establishments with residents typically husband and wife. Less fre- 
quently are children found in the summer home. Where children are in residence, 
the tendency is toward rather few children and not of any particular age. 

The great majority of summer homes are owned by Minnesota residents with 
Iowa and Illinois residents second and third. Very few farmers own summer 
homes. The range of incomes is great among summer home owners. 

The most common month in which a summer home is opened is May with June 
second and the typical months of closing are September and October. 

Average party expenditures for the period in a summer home are $466.11. 
Of this amount 43.8 percent is spent for food, 30.3 percent for other retail mer- 
chandise, 20.5 percent for automobile, 2.1 percent for other transportation and 
3.3 percent for all other. 

The principal reason given by a majority of summer home owners for main- 
taining their summer homes was rest and relaxation, although hay fever relief, 
health, and fishing and hunting were of first importance for a number of people. 
Apparently secondary reasons include fishing and hunting, health, and escaping 
heat. Some reflection on these first and second reasons presented in the tables 
seems to indicate that a strong motivating force in the purchase of a summer 
home has to do with psysical well-being. For advertising purposes this is a very 
important observation, because frequently it has been believed that heat, business 
advantages, and the like are dominant motives. It now seems clear that appeals 
to phvsical well-being are most important to summer home owners. 

Other factors which deserve emphasis for those who plan advertising for 
summer home owners are the facts that owners are from varied income groups 
in cities, and that a very large percentage of owners are from Minnesota, Iowa, 
and Illinois. Most summer home families spend a large part of the summer in 
the 19 counties, but their expenditures are not particularly high as compared 
with other travelers. (See demand section where typical party expenditure for 
9.14 days is given as $262.41.) 


CITAPTER 4, THE DEMAND FOR VACATION AND TRAVEL SERVICE 


A. Introduction 

The purpose of this section of the study is to determine the characteristics 
of travelers in the 19-county area and to determine the services and factors 
which encourage travelers to visit the area. 


2“Minnesota Resort Profits,” by Reuel I. Lund, Business News Notes, No. 32, September 
1956, School of Business Administration, University of Minnesota, Minneapolis, Minn. 
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To secure information three major surveys were completed. The largest was 
a mail survey of a random sample of all travelers in the 19 countries. The 
second was a mail survey of a random sample of persons who had written for 
information to the Minnesota Arrowhead Association, and in this sample there 
was contact with some of those who chose not to visit the 19 counties. The 
last was a mail survey of a random sample of canoe travelers. An attempt was 
made to conduct a personal interview survey, but the problems of securing a 
representative sample were so great that the results have only limited useful- 
ness. One of the chief uses of these data, however, will be found in comparing 
opinions of travelers at resorts and at their homes where questionnaires have 
been obtained from the same people at both places. However, this is a more 
academic inquiry which will not be presented here. 


ANALYSIS OF TRAVELERS 


There are two aspects of these surveys which are important to resort, motel, 
hotel, and other establishment owners. First, an analysis of travelers’ demands 
should indicate more clearly the type of resort and establishment services 
which should be added or improved. This is a critical matter in the 19 counties 
where many resort cabins do not now have modern sanitary facilities. Second, 
an analysis of travelers should indicate the nature of a good advertising pro- 
gram. It is important for accommodations owners to advertise where it will be 
most useful and to advertise services which travelers really desire. 


B. Basic traveler characteristics 


(1) Men, women, children.—In the general travel group about one-third (34 
percent) of the travelers were men, one-third (31.5 percent) women, and one 
third children (12.8 percent from 12 through 17 years and 21.7 percent under 
12 years). However, in the canoe travelers group almost half (47.9 percent) 
of the vacation visitors were men, 14.5 percent women, 32.7 percent persons 12 
through 17 years, and 4.9 percent were under 12 years. This is what would 
be expected, because a canoe vacation would probably appeal more to men and 
boys 12 years and over, and the rigor of it would also be less suitable for young 
children and some women. It is interesting to note that even for the general 
travel group the number of children is as low as it is, only one-third of the 
total. 

Further insight is gained by determining the number of parties with no 
children under 12 years (56.9 percent), or with no persons 12 through 17 years 
(65.7 percent). On the other hand only 4.7 percent of the parties had no men, 
and only 8 percent had no women. Among canoe travel parties 87.5 percent had 
no children under 12 years, 68.7 percent had none between 12 and 17 years, and 
57.7 percent had no women, while only 5.5 percent had no men. While there 
are many families with children traveling in the 19-county area, there are even 
more families without children. No survey information was available on age, 
but the U.S. Bureau of Census; Travel Survey 1957, page 16, indicates that the 
percentage of travelers by trip in various age groups was as follows: under 25 
years, 35 percent; 25 pears through 44 years, 37 percent; and 45 years and 
over, 28 percent. 

(2) Residence of travelers.—Travelers in the 19-county area are predominant- 
ly city residents (over 92 percent), a fact which should be of considerable 
significance in the planning of advertising. Even from Iowa only 13.6 percent 
of the travelers are farm residents, and from Illinois 95.1 percent of travelers 
to the 19 counties are city residents. Travelers from Minnesota are also pre- 
dominantly city residents (93.2 percent). 

Minnesota provides the largest proportion of travelers, 29.5 percent in the 
general travel survey, 40 percent of canoe travelers, and 42.3 percent in the in- 
quiry survey (tables 30 and 31). The largest percent in the canoe survey is 
easily explainable, because Minnesotans might be expected to take greater ad- 
vantage of their canoe areas than others. The inquiry sample concentrates 
more on Minnesota people as a result of heavy advertising within the State. 
The general travel survey was comprehensive, covering the entire 19 counties 
over the entire season in proportion to the numbers of people actually in resi- 
dence and because of that showed most accurately the large number of out-of- 
State people who were in the area at the height of season. 

It is interesting to compare the results of a survey conducted by a private 
research organization for the Minnesota Department of Business Development 
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10 years ago in 1948.5 In that study it was reported (p. 5) that 48 percent of the 
vacation travelers in Minnesota as a whole were residents of Minnesota. There 
is, of course, the fact that that survey sampled statewide travelers whereas the 
19-county survey was by contract strictly confined to its area. Nevertheless, it 
would be quite possible and in fact probable that there are more out-of-State 
visitors today as a result of improved automobiles and roads than there were 
in 1948. 

It should be especially noted that 67.5 percent of all travelers in the 19-county 
area were from Minnesota, Illinois, and Iowa. These are the States from which 
a large amount of travel business has come over many years. In the department 
of business development study of 1948 it was reported (p. 5) that Illinois and 
Iowa, respectively, provided 27 percent and 21 percent of out-of-State business. 
This would mean 14 percent and 11 percent, respectively, of total business. 
Altogether in 1948 the three States of Illinois, Iowa, and Minnesota provided 73 
percent of the travel business in Minnesota as a whole. 

It would seem with this history the best placement of advertising funds for 
Minnesota vacations would be within those three States. While other States 
perhaps cannot be neglected, the large body of potential travelers is in those 
States and this has been true for at least 10 and probably many more years. 

The U.S. Bureau of the Census, Travel Survey, 1957, indicates on page 16, 
table VIII, that 88 percent of the pleasure trips taken throughout the United 
States are within 500 miles of the residence of the traveler. It thus seems 
clear that not only is Minnesota travel business largely from the three States 
indicated but it is unlikely on a national basis to be from any other places in 
any large amount. At this time and with the present available transportation, 
it appears very doubtful that the expenditure of any large amount of advertising 
funds outside the three-State area can be justified. 

It is understood, of course, that the reason Minnesota does not attract many 
Wisconsin visitors is simply that Wisconsin has an attractive vacation area 
itself. 

This analysis would not be complete without suggesting the continuing need 
for good roads and good public transportation from Illinois and Iowa to Minne- 
sota’s vacation centers. The promotion of good transportation to Minnesota’s 
primary travel markets in Illincis and Iowa should be one of the longrun 
ebjectives of any well-conceived travel program. 

Although the inquiry survey involved a relatively small sample, it is interesting 
that of those who wrote for information about Minnesota resorts, Canadian, 
Michigan, and Wisconsin residents were rather unlikely to use that information 
(table 32). In all of these three areas vacation opportunities similar to those 
in Minnesota are easily available. It should be observed that a rather substantial 
number of those who did not visit Minnesota (that is, 32 percent) chose not to 
take vacations at all, even after having written for specific resort information. 
This should indicate some of the problems and frustrations in every advertising 
program and the need for longrun investments in advertising. 

Finally, for canoe travel it is worthwhile from an advertising standpoint that 
49.7 percent of canoe travelers in Minnesota, or 19.9 percent of all canoe trav- 
elers, live in Minneapolis or St. Paul. Duluth contributes 6.5 percent of Minne- 
sota canoe travelers or 2.6 percent of all canoe travelers. The principal cities 
of Minnesota and Chicago represent a primary market for those who advertise 
to canoe travelers. 

(3) Income of travelers.—In table 34 the incomes of travelers are shown. It 
will be noted how widely spread travelers are in terms of incomes. If it were 
assumed that those with higher incomes would want more expensive accommo- 
dations, which is not necessarily true in all cases, and those with low incomes 
less expensive accommodations, also not necessarily true in all cases, a wide 
range of accommodations would be needed. That is exactly what is being pro- 
vided in the 19 counties, as has been shown previously. There are some possible 
fallacies in that reasoning, however, because the desires of all travelers may 
very well be higher than would be assumed from their income classification. 
Certainly this is not unknown in the demand for housing. 

In the case of canoe travelers (table 35), a large number of persons from 12 
through 17 on canoe vacations, Boy Scouts and others, tend to provide an un- 
usually large group with incomes less than $3,000, but this is a correct analysis 


8 “Steps to Better Vacations in Minnesota,” 1948, Department of Business Research and 
Development, St. Paul, Minn. 
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of this particular group of travelers. The wide spread in incomes should also 
be noted. 

The principal observation is that people of all incomes travel in the 19 
counties. 

(4) Previous visits to the area—A basic problem of the vacation-travel 
business is the determination of the amount of new business as well as the 
amount of continuous-patronage business. There is a great advantage, of course, 
in having travelers return each year. At the same time, in the normal course 
of events, some travelers will be lost to the area through death, moving to other 
parts of the United States and other causes. Therefore, a reasonable amount 
of new business is essential in order to maintain the level of business in 
existence. 

The survey indicated that not more than 11.5 percent of travelers were entirely 
new to the 19-county area in 1 year, and the percentages from the various States 
of traveler origin did not vary much from this (table 36). Thus, 88.5 percent 
of the travelers had been in the area some time in the past. This did not mean 
the year immediately previous, but it might mean any year or years extending 
far into the past. Actually only 31.4 percent of the travelers had been in the 
area in the 3 years immediately in the past. There is, therefore, a need to 
maintain contact with the largest possible group of past clients, because the 
yearly return of previous customers is solow. Certainly accommodations owners 
need to use the widest distribution possible of information to former and 
prospective customers. A comprehensive mailing list should be one of the 
essential tools of the accommodations business. 

Another facet of the problem of new business is the determination of how many 
people requesting travel information and folders have not been to the area in the 
past. The inquiry survey indicated that about one-fifth of the inquiries were 
received from those who had not previously been in the 19-county area. Table 
37 indicates that of all those requesting informatoin about two-thirds actually 
visited the area. Thus one might expect in a general way to get about 13 to 14 
percent of all those who write as totally new customers in the area. This is 
a very rough estimate based upon a specific situation, that is an area travel 
organization’s list of many thousands of inquiries. It is unlikely that the per- 
centage of success would be as high for one resort or one establishment. 

The canoe travel business has a much more difficult problem, because about 
41.9 percent of canoe travelers had never had any type of canoe trip previously 
(table 38). Only 57.6 percent had taken a previous canoe trip, and of that group 
only 38.9 percent had taken such a trip in the 2 previous years. It was not 
possible to determine the rate of growth in the canoe travel business, but if it 
were large, it might in part account for the large number of new canoe travelers. 
It was the unsubstantiated impression of the surveyors that some growth was 
occurring but not enough to account for the large number of canoe travelers. 

(5) The purposes of travel.—A difficult problem in every travel survey is to 
determine the reasons for which people travel. Like any study of purposes there 
is the question whether or not the person interviewed knows or can state the 
true purposes for his or her trip. Perhaps the real purpose might be simply to 
escape for a while from the pressures of work, a purpose which might not be 
readily admitted on a questionnaire. Nevertheless, in the absence of what would 
be a very personal inquiry, it is necessary to assume that the purposes listed on 
the mail questionnaire resemble the real motives of travelers. 


REASONS FOR TRAVEL 


In table 39 a summary is given of those motives which were listed first on the 
General Traveler Survey. The term “rest and relaxation” is the highest in the 
list for all travelers (55.4 percent) especially high for Minnesota travelers (65.4 
percent), and second to hunting and fishing for Illinois travelers. While the term 
“hunting and fishing” was used on the questionnaire, for practical purposes it 
means “fishing” for the summer travelers represented by this survey, because 
most hunting seasons are not open during the summer. Fishing is a close 
second major reason with 43.7 percent of all travelers. However, the States 
differ also on this reason with Minnesota 31.1 percent, Illinois 55.4 percent, and 
Towa 49.8 percent. 

It is important for resort and accommodations owners to recognize, as most of 
them do, that fishing is still a very important purpose for visiting Minnesota. 
Providing good fishing is a difficult problem for every establishment, but it seems 
clear from this survey that good fishing must be provided to secure a large num- 
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ber of travelers who now visit northern Minnesota. This is a long-run objective 
in Minnesota’s resort business which must not be overlooked. 

Sightseeing is a third major reason for visiting the 19-county area, and it is 
encouraging to know that 10.8 percent of all travelers listed this as first. It 
should especially be noted that 15.5 percent of Minnesota travelers listed this 
first while only 31.1 percent of Minnesota travelers listed fishing first. It may 
be that sufficient emphasis has not been given to this reason in the past. Cer- 
tainly a careful inquiry should be made to find and preserve points of natural 
beauty and historic interest in the 19-county area before they are lost through 
exploitation. They may be even more important in the future than they are now 
in securing travelers in the 19-county area. 

Other reasons listed are quite minor, and it should be noted that some which 
have been advertised for years still are very minor, such as escaping from heat, 
securing hay fever relief, attending to business, and the like. While these can- 
not be neglected in an advertising campaign, they cannot be considered as truly 
significant. 

The major reason, rest and relaxation, should be the subject of appropriate 
advertising presentations. 

(6) Sources of influence—By sources of influence is meant the communica- 
tion which the traveler believes was important in encouraging him to travel in 
the 19-county area. 

Personal acquaintance with the 19 counties was the most important source of 
influence (63.4 percent in table 40). This supports the data found in table 36 
where it was noted that most travelers had been in the area in some previous 
year. Travelers who become favorably acquainted with the area represent a 
potential source of customers for many years into the future. As with other 
services a satisfied client continues to be a client. 

A second important source of influence is the recommendation of friends, rela- 
tives, and business associates (85.5 percent in table 40). This, too, might be 
expected. Such recommendations, coming usually from persons who are not 
financially interested, mean a great deal to prospective travelers. 

Other sources are relatively minor from the traveler’s viewpoint, but the fact 
that they bring travelers at all is important. In this day of mass communica- 
tion these means contributed 9.8 percent of the customers on an acknowledged 
basis, and they have, of course, a very large indirect influence. Even if these 
travel information sources contributed only about one-tenth of the travelers a 
year, as they do, they would be well worthwhile. 

Some further data are in separate tables showing the percentage of travelers 
who could recall having received information from various travel organizations 
and also from various mediums. Quite a number indicated nothing for these, 
but the percentages for all the specific sources are probably lower than the 
actual contacts involved. People can hardly be expected to remember all their 
sources of advertising, especially after several months have passed. 

In the case of canoe travelers personal recommendations (43 percent) and 
advertising (21.6 percent) were the most important sources of influence (table 
42). This seems to support the fact that many canoe travelers were new to 
the experience, and would probably have to get more information from advertis- 
ing. It should be noted that only 3.9 percent indicated they had visited the 
Minnesota canoe area previously, certainly far fewer than in the case of general 
travelers. The Boy Scouts represent a significant group among canoe travelers, 
and accounted for 7.4 percent. A rather disconcerting fact about canoe travelers 
is that 83.3 percent of canoe travelers are shown to prefer a new canoe area each 
year although this may mean simply a different canoe route in many cases. 
Added to this is the fact that 54.7 percent of canoe travelers are either not cer- 
tain about taking a trip in a subsequent year or definitely plan not to do so. 
These facts make it clear that there are problems of customer turnover in the 
canoe supply business which are much greater than for the general travel 
business. 

Finally, it is important to consider the objections of those who chose not to 
visit the 19-county area. Out of a group of 147 who did not visit Minnesota, 47 
decided not to take a vacation, 21 chose to visit friends and relatives in other 
areas, and 19 found the distance too great or the time too short to visit the 19 
counties. In the group were 5 who found better fishing elsewhere, and finally it 
a be noted that 24 merely said they preferred to go elsewhere, while 17 gave 
no answer. 
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(7) Traveler attitudes—A comprehensive analysis of travelers’ opinions is 
provided in the comparative data below. The rating of excellent was given in 
descending order to each of the following by the percentage of travelers indicated. 


Percentage rating of Excellent given by travelers in 19-county area 1958 and in 
Minnesota in 1948 


Beauty of scenery. -_--..--..-----. 

Courtesy of resort employees 

Service at resort 

General appearance of resort 

Convenience of resort location 

Courtesy of other Minnesotans 

Fishing facilities at resort : 
as ne endendeetodbactnanent ianiiemienesaemaiie 
Condition of highways 

Toilet and bath facilities 

Reasonableness of prices 

Beds and furniture 

Number of fish caught by members of party -- 

Quality of food at places other than resorts 
Swimming facilities. 

Absence of mosquitos, flies, insects 
Fishing laws. 

Children’s recreational facilities _ 

Adult recreational facilities 


1“*Steps to Better Vacations in Minnesota,” p. 29, 1948 Department of Business Research and Devel- 
opment, St. Paul, Minn. 

These ratings of excellent might profitably be viewed as those which would 
encourage a traveler to recommend a resort or an area to a prospective traveler. 
The 1958 ratings for the 19-county area are compared with the 1948 ratings for 
Minnesota as a whole. It is discouraging to note that those subjects which rated 
low in 1948 still rate low in 1958. From the viewpoint of travelers not much 
progress has been made in 10 years in certain subjects. 


FAVORABLE FACTORS 


There are some favorable factors which require attention. The two most 
important are scenery and individual courtesy or service at resorts and estab- 
lishments. Apparently, people from other areas have a high regard for northern 
Minnesota scenery and for the courtesy and service of Minnesota resort owners 
and employees. This emphasizes a point made earlier that it is important to 
develop a careful plan to preserve northern Minnesota scenery. It might include 
subsidizing tree planting and supporting forest preservation programs. It also 
emphasizes the fact that whatever shortcomings Minnesota resorts may have, 
courtesy and service of managers and employees are not among them. 

Those factors which require the investment of capital, such as fishing facili- 
ties, toilet and bath facilities, beds and furniture, swimming facilities, insect 
elimination, and recreational facilities all rate quite low, and it would seem that 
they are a reflection of the generally doubtful profit and capital investment situa- 
tion among northern Minnesota establishments. 

There are some factors which could be corrected, such as fishing laws, if they 
are actually deficient. Other factors would require substantial capital invest- 
ments by the State government in the development of fishing and the rebuilding 
of roads. Whether or not the people of the State want to invest capital in the 
development of fishing, probably through the employment of more trained men, 
and in road construction is a question which must be considered on a broad 
policy basis beyond the scope of this report. 

The low rating of food at places other than resorts should be a matter of deep 
concern to the 19-county area, and an attempt should be made to solve this 
problem. Certainly there are some excellent restaurants in the area, but appar- 
ently they are definitely in the minority. 

Some objections might be raised to the emphasis on a rating of excellent rather 
than good, but study of the way in which people rate should make the viewpoint 
of this report clear. Those who rate a subject merely good when an excellent 
rating could have been made are expressing a complaint about some feature of 
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their experience. Such a complaint can hardly encourage them to give an un- 
qualified recommendation to others. Knowing as we do that recommendations 
are one of the most important influences on prospective travelers, we cannot 
consider a rating of good on a facility or service as being desirable, and that is 
why the excellent rating is so important. 


0. Trip characteristics 


(1) Reservations.—Those travelers who make reservations typically make 
them 1 to 3 months in advance (33.1 percent), but more of those from Illinois 
(20.2 percent) make reservations 3 to 6 months in advance than those from Iowa 
(10.9 percent) and those from Minnesota (8.9 percent). Yet, a rather large 
percent (6.8 percent) make reservations 10 to 12 months in advance. The pat- 
tern in the making of reservations is quite varied, indicating perhaps the differ- 
ence in appeal of individual resorts and other establishments. 

Canoe travelers likewise have a varied pattern in the length of time in advance 
that a canoe trip is planned. The largest percentage (16 percent) planned 
their trips in May. Practically all the canoe trips were taken in June, July, and 
August, although a few were in May and September. 

The observation which is pertinent to this section is that resorts with a strong 
appeal in facilities and service can command reservations as much as a year in 
advance whereas others must freely accept transient customers. It is interesting 
to note that quite a number of travelers (13.5 percent) start to plan vacations 
and actually to make reservations 4 to 6 months in advance which would mean 
midwinter. Certainly the business of customer solicitation could well be a year- 
round business for careful resort operators. 

(2) Month of entrance and departure and length of trip—The most common 
months of entrance and departure as has been implied in the occupancy study 
were July and August, with July the typical entrance month in both Minnesota 
as a Whole and the 19-county area, and August the typical departure month in 
both 

With this pattern established the length of stay can be examined in table 44. 
The two most common periods are 1 week and 2 weeks, but the variation is very 
large. Many Minnesota residents apparently take a number of 3-day trips, 
probably week end trips to the 19 counties. 

These data reveai a difficult problem in scheduling for establishment opera- 
tors, a problem which is familiar to anyone who visits vacation establishments 
in the 19 counties. That is the problem of persuading customers to fit their 
own programs into the times when space is available. With customers leaving 
at odd times during the week, it is not always possible to secure a replacement 
for the following day which means a loss of revenue, and a loss which most 
establishments cannot afford during the short summer session. Some establish- 
ments with a strong appeal can force customers to agree to full week reserva- 
tions, but not many establishments are in this desirable situation. The improve- 
ment of facilities thus makes possible not only more customers but helps to solve 
unsatisfactory scheduling of vacations also. 

(8) Travel ewpenditures—For advertising media and for those investing 
capital in the accommodations and travel business it is important to know the 
amount of expenditures per traveler and the amount of expenditures by all 
travelers in the 19 counties. 

A very large sample of 2,070 travelers provided information on their ex- 
penditures within the 19 counties, and the average per person daily expenditure 
was $6.82 (table 45). Most of these 19 county travelers made some expendi- 
tures outside the 19 counties but still in Minnesota, and when those expenditures 
were added to 19-county expenditures and averaged by the number of days in 
Minnesota travel, the amount was $7.11 per person per day (table 46). This 
indicated a somewhat higher rate of expenditure outside the 19 counties. Evi- 
dence of the large share of travel expenditures in Minneapolis-St. Paul has been 
given earlier, and this may account in part for the higher average when all 
Minnesota expenditures are included. 


TOURISTS’ EXPENDITURES 
There is evidence in the tables that city residents spend more on vacations 


than rural residents, and it appears that Illinois residents spend slightly more 
than residents of Minnesota and Iowa. 


47557—60—pt. 4-5 
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For those who spend for different types of travel and vacation service, informa- 
tion is presented in table 45 on the average amounts spent by one person daily 
for meals ($1.55), European ($2.12) or American ($6.50) plan lodging, auto- 
mobile use ($0.90), private plane use ($1.54), public transportation ($0.93), 
sports ($1.02), entertainment ($0.63), or retail stores ($1.29), within the 19- 
county area. These are not intended to equal the total of $6.82, because not 
all travelers have the same expenditures. They do show a typical expenditure 
if the expenditure is made at all. 

Another way to analyze expenditure is by income group which has been done 
in tables 47 and 48. With some slight variations it is apparent that those with 
the higher incomes spend proportionately more in the 19 counties as well as in 
the State as whole. Those with yearly incomes over $15,000 spend almost twice 
as much as those with incomes under $7,000. The financial advantages of 
attracting higher income groups are clear, and this is a matter which requires 
careful study in the development of new resort facilities. Of course, there are 
far more people in the middle income group who can be attracted, and this is an 
important consideration, too. 

A smaller group of traveler questionnaires was selected from the larger study 
to determine how the travel dollar would be spent if expenditures were made 
in all classes of expenditures by visitors. Table 95 presents that information. 
In condensed form it might be stated that the travel dollar is typically spent as 
follows: 


Food and lodging 
Transportation. 
Sports and Recreation 
Other entertainment. 
Retail store purchases 


The average expenditure of $6.82 per person per day in the 19 counties was 
used in calculating total expenditures of all travelers. Based as this amount is 
upon the very large number of 2,070 trayeler returns, it is believed that it is a 
reliable estimate of average daily expenditures per person for the summer of 
1958. Ona weekly basis the per person expenditure was $47.74. 

In table 16 an estimate of total actual occupancy of establishments in the 
19 counties was made based upon a tabulation of actual occupancy in prac- 
tically all the resorts and other accommodations. It was as close an estimate 
of actual occupancy as could be made dealing with 2,732 establishments. This 
occupancy was stated in terms of people-weeks. 

Multiplying the number of people-weeks by the number of dollars ($47.74) of 
expenditure per traveler per week provides an estimate of total traveler expendi- 
ture in the 19 counties from May 11 through September 18. The estimate for 
that period of time was $32,268,087, and county figures are provided in table 51. 
In table 52 the division of the $32,268,087 among the various States is shown. 
Minnesota contributes the largest amount $9,519,086; Illinois is second with 
$6,485,885; and Iowa is third with $5,775,988. Obviously, this is a broad esti- 
mate subject to many qualifications, but it is based upon a procedure which is 
realistic and sound. It covers only the summer period, and the remainder of 
the year is not included. Estimates of the remainder of the year must take into 
account the fact that the great majority of establishments are closed during 
that time. 

The table on canoe travelers (table 53) indicates that two-thirds of such 
traveler parties spend less than $150 on their entire trip. This is considerably 
less than the $262.41 computed for general vacation parties of 4.21 members. As 
will be seen in table 54 most of the money spent by canoe travelers is for equip- 
ment and outfiits (38.4 percent and 26.2 percent), and food is 26.0 percent. 
One of the questions frequently asked about canoe travelers is the amount of 
money they spend en route to their destination. Table 55 indicates that about 
one-third (34 percent) do not stop between their homes and the canoe launching 
point, while 11.1 percent camp en route. Thus, about half spend little or no 
money en route and a little more than half spend one or more nights in motels, 
hotels, and resorts. Canoe service establishments are interested in the amount 
or value of equipment to determine how much might be sold at the launching 
point. It appears that canoe travelers have widely different amounts of equip- 
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ment from the 14.1 percent who have less than $50 to the 2.6 percent who have 
more than $600 of canoe equipment. 

(4) Cities visited by travelers.—It was desirable in the survey to determine 
the routes by which travelers reached the 19 counties. In table 56 are the data 
on the percentage of travelers who visited specific cities. It was not possible to 
include all cities, and thus, those which were closer to the 19 county area were 
the chief subject of analysis. A city which is not in the tabulation was not 
a part of the survey, and thus no information was available on the number of 
travelers who visited the city. 

Minneapolis-St. Paul had 16.2 percent of all the 19 county travelers visit or 
end their trips in that metropolitan area while St. Cloud had 13.9 percent and 
Rochester had 4.7 percent. It is apparent that cities throughout Minnesota 
benefit from the traveler business which flows to the 19-county area during the 
summer. 

A different but related problem is the extent to which travelers stay in differ- 
ent places during their trips. While the largest number (49.5 percent) stay in 
only one place in the 19 counties, quite a few stay in 2 places (17.9 percent), 
3 places (5.9 percent) or more (4.2 percent). For Minnesota as a whole larger 
percentages are found for 2 places (22.4 percent), 3 places (8.6 percent), or more 
(6.8 percent), because some of those traveling through Minnesota to the 19 
counties stay overnight en route to their destination in the 19 counties. 

(5) Sources of canoe supplies.—The purchase of canoe supplies is an im- 
portant matter for one segment, of the 19-county travel business. It is interest- 
ing to find that a large proportion of such supplies: 68.5 percent of the food, 
75.1 percent of equipment, and 90.6 percent of complete canoe outfits are pur- 
chased near the canoe areas, that is, in Ely, Gunflint, Sawbill-Tofte, or Duluth. 
Relatively limited amounts are purchased elsewhere. This is especially surprising 
when it is realized that very large retail establishments have canoe supplies 
available in the metropolitan centers. Perhaps canoe travelers believe that it 
is wiser to purchase what they need from those who are familiar with canoe 
trips on an everyday basis. 

(6) Fishing licenses.—Whether or not travelers spend much time in fishing 
or catch any fish does not deter them from purchasing a fishing license as is 
shown in tables 58 and 59. 

Among Minnesota travelers 79.6 percent bought family residence fishing 
licenses in 1958 and 11.9 percent bought resident individual fishing licenses. 
Among out-of-State travelers 81.9 percent bought nonresident fishing licenses. 

The fact that such a large percentage equip themselves with fishing licenses 
seems to indicate a very general intention to do some fishing while in the area 
even if this is not necessarily the main purpose of the trip. The fact is that 
fishing in the 19-county area is the accepted thing to do, except in a very few 
resorts where golf, water sports, horseback riding, swimming, boating, and other 
pursuits have been developed consciously to replace fishing. Such resorts are 
few in number and have little effect on the general area statistics. 

Under these circumstances it becomes apparent why it is necessary to have 
reasonable opportunities for good fishing in the 19 counties with such wide- 
spread intentions on the part of travelers to do some fishing. The alternative 
of replacing fishing with other activities would require a large investment of 
capital. 

(7) Airplane travel.—Airplane travel is extremely limited in the 19 counties 
although several resorts have specialized in securing customers who operate 
their own airplanes. 

Only 1.2 percent of travelers used airplane travel to reach the 19-county area, 
apparently about half on regularly scheduled flights and half using their private 
airplanes. 

Of those using private planes, three main categories were found: individually 
owned, company-owned, and rented airplanes. 

While only 1.2 percent of travelers used airplane travel, it is interesting to 
notice that 3 percent of area travelers were pilots. 

The percentages and numbers were so small that not much can be said about 
airplane travel from a general standpoint, except to mention that a few resorts 
have found a degree of success in encouraging customers to use airplane travel. 
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CHAPTER 5. STATISTICAL SECTION AND SELECTED BIBLIOGRAPHY 


TABLE 1.—Number of establishment visitations 


Motels 
; and 
Counties Resorts | Hotels | tourist 
courts or 
homes 
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TABLE 2.—Accommodations—Resort, hotel, and motel accommodations in 
19-county area by county 


Percentage | Percentage | Percentage 


Name of county Percentage} of resort of hotels, of hotel, 
of resorts cabins motels motel 
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TABLE 3.—Average size of resorts in numbers of cabins 
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TABLE 4.—Accommodations—Year in which resorts, motels, hotels, tourist rooms, 
and trailer courts in 19-county area were first open to the public 


Percentage 
Percentage of motels, 
of resorts | hotels, tourist 
roonis and 
trailer courts 


Before 1945 oo bs 36.6 
1945 to 1950. ___- ‘ - ss arsenic ik tank baad ia nals e 18.0 
1951 to 1955 ; es ascents . iainbetekd rae: E 26.7 
1956 to 1958_- naeeas aida Retna 5 Satie gra taa esate . ; 9.8 
Not rated buuee pues hieeads a wit s 8.9 

100. 0 





TABLE 5.—Average percentage of establishments opened in 19-county area of 
Minnesota per year 


[NoTE.—Percentages are of the total of that type of establishment in a county] 


1951-55 1956-58 


Resorts |Motelsand| Resorts | Motels and 
hotels hotels 
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TABLE 6.—Numbers and receipts of travel accommodations, 1954, selected States 


All establishments Hotels Motels and tourist 
courts 


Number Receipts Number Receipts Number Receipts 


(Thousands) (Thousands) | 

United States 66, 962 | $3, 026, 899 24,778 | $2,404, 529 
Minnesota 59, 618 638 44, 460 
Wisconsin 57,714 592 42, 157 
93, 649 791 74, 074 

California_...- panaenanne 7 296, 897 2, 922 224, 144 
Florida 200, 347 1, 464 147, 081 
1, 263 31, 451 226 16, 423 

1, 755 45, 030 504 28, 578 





Source: U.S, Census of Business 1954; Selected Service Trades, vol. V, table 1D. 
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"TABLE 7.—Minnesota hotels, motels, tourist courts, trailer parks, and camps, 195.4, 
by legal organization, receipts and payroll 


! | 
| Establish- Receipts | Payrollentire 
ments year 


| 


Thousands Thousands 
Hotels, total 638 $44, 460 $14, 831 


Individual proprietorships 407 7, 483 | 1, 642 
Partnerships 128 10, 135 3, 464 
Other legal forms 103 26, 842 9, 725 





Motels, tourist courts, trailer parks, sporting or recreational) _ 
camps: 
1, 959 15, 158 





Individual proprietorships 1, 651 10, 255 
Partnerships se ean 272 3, 323 
Other legal] forms 36 1, 580 

















Total all establishments 2, 597 59, 618 | ~ 16, 419 


Source: 1954 Census of Business, vol. V; Selected Service Trades, summary statistics, table 5B; Selected 
Services; 1954, legal form of organization States, by kind of business (5-38) Minnesota. 


TABLE 8.—Accommodations, percentage of certain resort facilities 





Number | Hot and | Private | Inside _ |Mechani- 

Counties of cabins cold bath or | flush Electric | cal refrig- 

(100 pore water shower toilets lights eration 
cent 
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Note.—Blank indicates no information. 
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TABLE 9.—Recreational facilities at establishments 


| | 
Num- Swimming Equipment and Rowboats ! Outboard motors 
ber facilities games (separate rates) 
of 
cabins | | 
and |Num-| Per |Rank Per |Rank|Num-; Per |Rank|Num-) Per | Rank 
jrooms| ber | unit unit ber | unit ber | unit | 





Aitkin. ....-- e 964 108 i (3) 26 5 (4); 718 2 (4) 131; 0.14 
1, 053) 135 . (1) . 7 (5) 573 i ee y oan 
1, 530 120 J (5) 5 .3f (7) 885 
Carlton -_-.- es 225 7 : = d a 34 
Cass 3, 057 361 - wa (2)} 2,391 
Clearwater 107 | (eGEe~=- - S sae 90 
SE cersthscatectisaiie cen: ¢ 30 Mei « 7 . 392 
Crow Wing 326} «. é : (3)}| 2,140 
Hubbard , 338 176) . (1)| 1,177 
Jtagea..............] 1,589), 152] . 7; .36|  (6)| 1, 164) 
Koochiching. - . -- é 546 16). iocaes 92 
Lake 897 36 Jin<<~ 2; tw ies ae 252 
Lake of the Woods. 323) 11 é pene fi . 05) - 183 
Mahnomen 34 oS : (4) 22 
Mille Lacs 470 32} =.07 5) | 92). (9)| 397 
321 34 : Q : (8 126 
148 1 E ae . 03} - aa 41 
4, 594 322) . mise ¢ . ‘ 836 

214 6 7 8 7 ate 35 











21,308) 1,677) .07)------| 6,587) =. 31)-.----}11, 548 



































! Regular or separate rates, whichever is the larger. 


Note.—Equipment and games ‘include water skiis, diving or water raft, archery, shuffleboard, bad- 
minton horseshoe courts, ordinary swing, lawn swing, other swinging device, picnic equipment, croquet, 
gym sct, teeter-totter, merry-go-round, slide, basketball, volleyball, ping pong, pool, and dance floor. 


TABLE 10.—Accommodations—N umber of resorts offering American and Ruropean 
plan accommodations 





Resorts, Resorts, Resorts, Total 

County European | European | American resorts 
plan only | or Ameri- | plan only inter- 
can plan viewed 








124 41 
149 167 
148 . 156 
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TABLE 11.—Accommodations, Huropean plan resorts 
[Cabin rate] 


Resorts Mean of Resorts Mean of 
included | minimum | included | maximum 
in the rate per in the rate per 
means week means week 


119 $31. 83 112 $51. 
35. 67 146 58. 
36. 67 145 54. 6 
33. 29 7 : 
4 57. 4: 
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TABLE 12.—Accommodations, American plan resorts 
[Adult rate] 


Number of} Meanof |Numberof} Mean of 
resorts minimum resorts maximum 
included rate per included rate per 
in the day in the day 
means means 
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TABLE 13.—Accommodations, hotels 
[Single rate] 
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TaBLe 14.—Accommodations, motels 


[Single rate] 
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TABLE 15.—Accommodations, trailer and camping courts 





Trailer Camping 

courts courts Mean rate 
included in includedin| per day 
the means the means 





TABLE 16.—Zstimated number of people per week during the weeks beginning on 
specified dates, May 11 through Sept. 13, 1958, 19-county area—Estimated pos- 
sible occupancy of resorts, hotels, motels, and similar establishments: 78,092 


per week 


Cumula- 
Estimated | Percent tive per- 
Week beginning people per of total centage of 
week occupancy | total occu- 
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TABLE 17.—Occupancy of all establishments 


Estab- Occu- | Highest 
lishment | pancy occu- Highest occupancy 
Number | Number | estimates} during | pancy as weeks, week 
of cabins | of rooms | of possi- | highest |percent of beginning— 
ble occu- | week of | capacity 
pancy season 





4, 112 3, 084 
5, 096 3, 160 
13, 671 10, 253 
3, 276 1, 638 
12, 483 9, 612 


5, 287 3, 860 
S| 6, 739 4, 515 

Koochiching 1, 765 1, 059 

Se ee Q \ 3, 585 2, 868 

Lake of the Woods-_..___. d 930 

Mahnomen and Clear- 1, 031 
water. 

Mille Lacs é 1, 792 ; June 29, July 6, June 22, 

May 25. 

1, 756 7 q July 6, 20, 13, June 29. 

6, 130 5 Aug. 10, 17, 3, July 6. 

i” ee eee , Bd 9, 860 5, ¢ 4, Aug. 17, 24, 31, 10, 3, 

July 27. 

Wadena 579 ; June 29, Aug. 17, 10, 3, 

24, 


| 
| 


June 29, July 6, 13, 20. 

July 18, 27, 6, 20 

Aug. 17, 10, July 6, 13. 

Aug. 17, 24, 10, 3. 

July 6, 13, June 29, July 
20. 

July 6, 13, Aug. 3, 10. 

Aug. 10, 17, 3, 24. 

Aug. 17, 10, 3, 24. 

Aug. 17, 10, 24, 3. 

June 15, 29, 1, 22, July 6. 


SF&a 
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Sig oN 
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19-county area 7,016 78, 092 é 65.8 | Aug. 17,3, 10, July 6. 








TABLE 18.—Occupancy of Minnesota resorts, 1958 and 1952 


[Percent occupied] 





Area I | Area II Area III Area IV | Area V State total 


i “a oma 
1953 | 1952 | 1953 | 1952 953 | 1952 | 1953 | 1952 | 1953 | 1952 | 1953 | 1952 


oe 2 ee | 
40} 36| 53 
72 65 69 


49 5 f ‘ 

84 sf 8° | 
80 : .@ 19 | 
20 ’ 2 2 | 


August Peat , 78 74 64 
September-._ 42 26 38 
| 


| 

| 1 

3 14 4 j 
| 


Norte.—Counties in resort areas—Area I: Southern St. Louis, Lake, and Cook; Area II: Northern Cass, 
Northern St. Louis, Itasca, Koochiching, northern Beltrami, and Lake of the Woods; Area III: Southern 
Cass, Crow Wing, Aitkin, Carlton, Pine, Kanabec, Mille Lacs, Morrison, Benton, Sherburne, Isanti, 
Anoka, and Chisago; Area IV: Southern Beltrami, Clearwater, Mahnomen, Hubbard, Wadena, Becker, 
and Ottertail; Area V: Grant, Douglas, Todd, Stevens, Pope, Stearns, Kandiyohi, Meeker, Wright. 


Source: ‘‘ Minnesota Resort Business,’ published Oct. 23, 1953, by the Minneapolis Federal Reserve Bank. 
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TABLE 19.—Opening and closing dates 


seomatieye open Opening and closing dates for highest percentage of establishments 
all year 


Opening dates Closing dates 


Resorts | Others 
Resorts, lst ! | Resorts, 2d ! Others 


4 oe Sept. 1-15.._| Oct. 1-15__..| Oct. 1-15. 
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-do May 1-15__- & 

...do April._..__.| Sept. 1-15_- 

May 16-31..| Oct. 1-15__-- 0. 

May 1-15... - . 1-15- Nov. 16-30. 
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Oct. 1-15..-- 
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.---.d0......] Sept. 1-15...| Several......] Nov. 1-15. 
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. 1st closing means the date when most resorts close, and 2d means the date when the 2d largest number 
close. 


TABLE 20.—Estimated number of people on a daily and weekly equivalent basis in 
the northern 19-county area of Minnesota, May 11 through Sept. 18, 1958 


Actual County 
Estimated | Estimated | occupancy | accommo- 
number of | number of asa dations as 
of people— | of people—| percent a percent 
days weeks of total of possible 
occupancy 


265, 391 

265, 776 

905, 296 

nahi Games 122, 003 

Crow Wing. -- 795, 179 

ewe 320, 502 

407, 897 

84, 616 

207, 536 

84, 763 

- - 115, 766 

Mille Lacs 81, 032 

Pine and Carlton 104, 482 

Roseau and Beltrami_. a, 348, 439 

8t. Louis....__. 588, 742 y 

Teen daaeleauese 33, 971 4, 853 


4, 731, 391 675, 913 100. 
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TABLE 21.—Accommodations—Percentage of resorts using selected types of 
advertising 


[NotEs.—Number of establishments are in parentheses] 


Num- | 

ber of | 
re- New: Maga- Tele- | 

County — Ss Folders . zines Radio | vision | Outdoor 
n 

sam- | 

ple | 


Other 


| 


eae 6) 4.21 
(1) 0.6} (11) 6.6}(100) 60. 2 

(3) 1.9 . 1) (88) 21.0) (86° 

(1) 12.5 (4) 50.0) 

(5) 1,2](24) 5.8} (49) 35.0 

sch t all cna cteti (1) t . a 
(4) 11.4)(4) 11.4 (3) 8. | (18) 61. 4 
8] (6) 1.6} (9) 2.4} (50) 136 5 (101) 27.2 
2) .9/(13) 6.0) (14) 6.5) (14) 6.5 
(6) 2.8] (7) 3.2} (45) 20.7]_- 2 
(2) 9.1 .5| (6) 27.3) (3) 13.6 
eens (4) 9.3! (23) 53.5 


(2) 9.5} (2) 9.5) (3) 14.3! (7) 33.8 


Dee iss sannes 142 
166 
157 


Clearwater... 

Cook 

Crow W ing.. 

Hubbard -- 

ae 

Koochiching 

Lake. 

Lake of the 
Woods... 

Mahnomen..--.---- 

Mille Lacs....-.--. 

Pine . 

Roseau .......- 

St. Louis... - 

Wadena 








OSORNO O CAI 
wOUNMNCSOK OO 


(9) 15. é ie ae Pe ae: eS | aa 
Ole Wi Sian cdesnockas (2) 5.7) (8) 22.9) (6) 17.1 
od (1) 50.0 --| (1) 50.0} (1) 50.0 
(24) 14.3] (34) 20.3 (4) 2.4] (2) 1.2] (40) 23.8) (40) 23.8 
(1) 14.3} (4) 57.1) (2) 28.6 


Total , (878) 42. 1 (751) 36. 0|(404) 19. 3] (438) 21.0 (37) 1. ian 4, 2| (374) 17. 0| (428) 20.3 


| SwNoacownm 
] : 























TABLE 22.—Accommodations—Percentage of motels, hotels, tourist rooms and 
trailer courts using selected types of advertising 


[NotE.—Numbers of establishments are in parentheses] 


| 


Num- 
ber 
of Picture News- | Maga- Tele- 

County places} post Folders| papers | zines | Radio | vision | Outdoor 
in cards 
sam- 
ple 


() 8.3 
16.0)(2) 8.0 (10) 40.0 (4) 16.0 
17.9)}(5) 17.9 (7) 25.0 (7) 25.0 
27.8 (i ‘ 5.6} (4) 22.0 (3) 16.7 
23. i £8) = : a 5.4) (5) 38.52) (3) 23.1 


1) 

(19) 37. 3)(3) 5.9 -6 13.7 2. 2) 23. (6) 11.8 
= ‘ (1) 4.5/(7) 31.8/(3) 13.6 . (13) 59.1 

( \ 22. 2)(2) 22. 3 (3) 33. ¢ (1) 11.1 
o 32 1G) 3. 618 b 14.3 3.6 . 

fia 44.4/(4) 14.8) 3.7 (11) 40. (7) 25.9 
Lake 13) 39.4)(1) 3. 0| 15.2 -3} (11) 33.3 
Lake of the Woods ‘ ; 
Mahnomen.. 


(8) 66.7 

(2) 33.3|(2) 33.3 ( 

(52) 36.4/(9) 6.3/(17)11. -2|(2) 1.41(3) 2.1] (28) 19.6] (46) 32.2 
33. 3| (0) 50.0) (4) 38.3 


(157) 34. 1) (26) 5. 6|(63) 13. 7| (42) 9. 1 (12) 2. 6 6|(8) 1. 7418 24. 5) (109). 23:6 
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TABLE 23.—Accommodations—Percentage of establishmenis using selected types 
of advertising with less than $100 or $200 of expenditures, 19-county area 


Percent with | Percent with | Percent with 

Advertising type Type of es- | expenditures | expenditures | expenditures 
tablishment | $100 or less | $200 or less over $200 
annually annually annually 


Printed folders... 


8338 


Newspaper 


ROD St ee te acd wet en bales loan seg 


Ree Minate te tbs UF at eto yk hey Resorts - - .- 


be! 
Moro org 


NNN tbs ok ee a bd. dbabes { a ae poe 


SSRSRSRSES 
CF WCWwWNQ-~Itt 
Dim GC SOWO OO: 
wr 
Nonwoo-090wW: 


Sap 


Other-_. 


TABLE 24.—Confidential sample—average investment, income, and net profit of 
resorts by investment category 


Income Percent 

Invest- Total from net 
Investment category rental |Net profit} profit to 
d invest- 


£ 
3 
: 


2 
g 


s233s2233s) 


Seeeae 
os 
RR PRA 
Bxoe 
Sree 
oz wo 
SSeE5 


acon 
S258 


cada 
sssssssssoc 
7 
AS O90 woe 
to we 00 


SeS88 


64, 427 
82, 415 
168, 905 


DC me SO GO eS 


000 
000 
000 
000 
,000 
000 
000 
000 
000 
000 


S2Zeee 


15, 694 
50, 902 


rad 
° 


24 
8 
§ 


s 
g 
2 





TaBLE 25.—Confidential sample—Average investment, income and net profit of 
resorts by investment category, American plan 


Income Percent 
Investment category Invest- Total from Net net profit 
income rental profit to in- 
vestment 


TABLE 26.—Summer home sample—Percentage of men, women, and children 
Percentage 


Persons, 12 to 17 
Children under 12 





UNEMPLOYMENT PROBLEMS 1393 


TABLE 27.—Summer home sample—State of residence of summer home owners 


State: Percentage | State—Continued Percentage 
Minnesota , 2 Oregon 
Texas 


S 
i) 


Wisconsin 
Indiana 


South Dakota 
California 
WI ccucewawewuws 


50 

13 
8. 
3. 
4, 
1 
9 
1 
1 


Michigan 
Not rated 


NNNNNNOOD 


1. 


RO DOWAOMOAaNS 


TABLE 28.—Snmmer home sample—Average vacation expenditures of summer 
home owners 





7 Average 
Type of expenditure expenditure | Percentage 
per party 


Automobile expense 
Other transportation 
All other 


TABLE 29.—Summer home sample—Annual income of summer home owners 


Income bracket: Percentage |Tncome bracket—Continued Percentage 
Less than $3,000 6.5 $10,000 to $14,999____ 
$3,000 to $4,999-.....--.--.4- 10. 1 $15,000 and over 
$5,000 to $5,999...........- 15, 7 Not rated 
$6,000 to $6,999...........- 10. 7 
$7,000 to $9,999........-.-. 183 


TABLE 30.—Share of the 19-county vacation market from each State 


Percentage Percentage 
Home State of traveler: of travelers | Home State of traveler—Con. of travelers 
Minnesota Wisconsin _ 
North Dakota_ _- 
Oklahoma 
South Dakota____- 
Other States less than 1.0 
RS oo aia se ic 


NOINIWOANOe a 


OS ES ee 


TABLE 31.—Canoe travelers sample—State of residence of canoe travelers 


State: Percentage | State— Continued Percentage 
NEN 8s i California _ 
EES ERE ESS ES 24. 0 Connecticut 
Wisconsin 7.8 Nebraska_____- 

7 South Dakota 

4 North Dakota 

1 Colorado... 

Kansas.. 


o 


Michigan 
Indiana 
Missouri 
New York 


PeNNN NWS 


6 
3 
3 
6 
Pennsylvania. - -_--- 0 
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TABLE 32.—Inquiry survey—Prospective travelers who did not visit Minnesota 
in 1958 


Number who 
Place of vacation in 1958 (if any) did not visit | Percent of 
Minnesota total 


mee, . EH. 8 


_ 


New England 
New Mexico 


i, FF... 


South Dakota 
NE ace ahlad 
Washington 

Ms tonipsinancs 
Wisconsin- 
Wyoming... 

No answer. 


Total 


_ 
ne 


os 
oO) OR OnT RAR ATR RON RR TTI RIO 


ty 
Sate 
_ 
| seem, 


z 


Ml 





1 fy percent of other States equals more than 100 percent because some travelers visited two or more 
other States. 


TABLE 33.—Canoe travelers sample—Cities in Minnesota from which canoe 
travelers came 


Cities: Percentage | Cities — Continued 
RINDI 2 37. Grand Rapids 
Albert Lea 
St. Cloud 
Faribault 
Willmar 


SOOSHAAawowo 


TABLE 35.—Canoe travelers sample—Annual income of canoe travelers 


Income bracket: 
Less than $3,000 
be 2 so Jape adie pda IRE eter LS OR ie ial eR Aaa bere STE 
$5,000 to $5,999 
$6,000 to $6,999 
$7,000 to $9,999 
$10,000 to $14,999 
$15,000 and over 
No reply - 
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TABLE 34.—Annual income of travelers 
[In percent] 


| 


Travelers | Travelers 


Income bracket 


from 
Minnesota 


from 
Illinois 


from 
Iowa 


Travelers | 


| 
| 


Travelers 
from 


| all States 





3.0 
14.8 
18.3 
14.0 
25.1 


Less than $3,000 
$3,000 to $4,999_... 
$5,000 to $5,999... 
$6,000 to $6,999. _ 
$7,000 to $9,999 
$10,000 to $14,999 
$15,000 and over 
Not rated 


1.9 | 
19.7 | 
17.5 
15.8 
23. 5 | 
12.4 | 
4.8 | 
4.4 | 


100.0 | 100.0 


con 


ocowrnec 


100.0 


TABLE 36.—Previous years in which travelers have been in the 19-county area 


Travelers | 
from 
Iowa 


Travelers 
from 
Illinois 


Travelers 
from 
Minnesota 


‘Travelers 
from 
| all States 


10.3 7.9 9.6 
19.1 18.6 20.4 
28.7 30. 6 27.9 
31.2 32.8 33.0 
10.7 10.1 9.1 


100. 0 100.0 


Before 1945__- 9.5 
18.9 
28.7 
31.4 
11,5 


100.0 





TABLE 37.—Inquiry sample—Survey of travelers requesting Minnesota vacation 
information in 1958 





Number | Percent 


Travelers requesting information who visited Minnesota in 1958 
Travelers requesting information who did not visit Minnesota in 1958 


Total sample of travelers requesting information 


TABLE 38.—Canoe travelers sample—Number of travelers 

Percent 
41.9 
57. 6 


On first canoe trip 
Wee pave taken previous canoe trips. . 2... 46.6. .cccnesnnncswesacessce 
Who did not answer 


Total 


TABLE 39.—Purposes of first importance for travel in 19-county area of Minnesota 


Percent 
travelers 
from 
Illinois 


Percent 
travelers 
from 
Minnesota 


Percent 
travelers 
from all 

States 


Percent 
travelers 
from Iowa 


Purposes 


ao 


Rest and relaxation 51. 
Hunting and fishing. , 55. 
Sightseeing 5. 5. 
Visit friends and relatives 3 4. 


~ 


. Seer HereSeS 
bo 2 CO 


Business reasons 
Secure hay fever relief. 


nen 
Con Rk DH NOD 


. PRRs 


ao 


3 
‘ 
1. 
1 
1 
1 


Nes oOa4nunnS 


orn 


Ty I BR CIID io oie vicicicccncccnccaccansuces Sol 


47557—60-—pt. 4-6 
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TABLE 40.—Influence of first importance on travelers in 19-county area of 
Minnesota 


Percent Percent Percent Percent 
Sources of influence travelers travelers travelers travelers 
from from from from 
Minnesota Illinois Iowa all States 





Have been here before and liked this area me ‘ 64. 
Recommended by friends, relatives, or business asso- 
34. 


Received advertising material from a resort 

Received information from tourist bureaus or chambers 
of commerce 

Received advertising material at a travel show 


TABLE 41.—Sources influencing travelers to come to the 19-county area of 
Minnesota: Advertising media from which information was received 


{In percent] 
Travelers | Travelers | Travelers | Travelers 


Advertising media from from Illinois} from Iowa 
Minnesota 


on 


Ser, Prer 


_ 
CO} POM ADODAHr aw 


B| 8 


1 Totals more than 100 percent because information received from more than 1 organization. 


TABLE 42.—Canoe travelers sample—Sources influencing travelers to come to the 
Minnesota canoe area 


Sources: Percent | Source—Continued 
Recommended 
Advertisement 


Show advertising 
Here before 

Resident of Minnesota 
Lived in area 
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TABLE 43.—Inquiry sample, reasons prospective travelers did not visit Minnesota 
in 1958 


' 


Number who 
did not visit | Percent of 
Minnesota total 
in 1958 





Total sample 147 


No vacation taken 47 
Preferred to go elsewhere. at 24 
Visit friends or relatives... ---.-- i 21 
Shorter distance 10 
Not enough vacation time 

Better fishing 

Combined vacation and business 


Working near vacation spot 

Minnesota rates too high 

Information from another State more attractive.....-- 
More available camping areas : 
No answer. 


Se ee ehh ROO 
RRR RRR Re WOW Onl 


- 
_ 





| 
} 
| 
| 
| 
| 


_ 
x 1 





1 Total percent equals more than 100 percent because some travelers had more than 1 reason. 


TABLE 44.—Number of nights travelers stayed in 19-county area 
{In percent] 


Travelers | Travelers | Travelers | Travelers 
Number of nights from from from from 
Minnesota | Illinois Iowa all States 


2 


_ 
~ 


opt ey 0 PONS NEN SN 
we 


PN PDPEKNWE AER AKSAwwnwr 


to 


~ 
Po PNP mH Wr PN 


WOW NODEROHROCOHWBUrK OMA 
QO wm G2 BS DS SO NI oe oO GS 


— 
_ 


KK SOCK NOCOWRK SH OF NEE 
— 
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| oon Boom 


| 
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TABLE 45.—Average per person per day ewpenditures in the 19-county area for 
travelers from all States 


Number of Average 
Type of expenditure travel groups | expenditures 
reporting per person, 
per day 





Total expenditures 2,070 
Meals only 1, 652 
Lodging (European) - 1,772 
Lodging (American) - 229 
Automobile - -..-..- 

Private plane 

Public transportation 


r, eye 
BSSSFSSEa8 


— 


Entertainment. -- 


. 
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TABLE 46.—Average per-person-per-day expenditures in Minnesota for travelers 
from all States 








Number of Average 
travel groups | expenditures 
reporting per person 

per day 





Total expendit wes 2, 140 
Meals only_____--- 1, 767 
Lodging (Europea 1, 832 
Lodging (American) 

Automobile 

Private plane 

Public transportation. 


Entertainment... 
Retail stores 


TABLE 47.—Average per person per day expenditures in the 19-county area for 
travelers from all States 


] 
Number of | Average 
Income bracket | travel groups | expenditures 
| reporting per person 
| per day 


Less than $3,000. 
$3,000 to $4,999-_- 


$6,000 to $6,999. _. 
$7,000 to $9,999-__ 
$10,000 to $14,999-__ 
$15,000 and over__- 


TABLE 48.— Average per person per day pentane in Minnesota for travelers from 
all States 


Number of | Average ex- 
travelgroups; penditures 
Income bracket reporting per person 
per day 


58 
326 
389 
308 
559 
266 


79 


s 


SSERQNSMOS 
SESSSSSS 


Food and lodging 
Food and meals only 
Lodging only 
Lodging and food (American plan) 
Automo! ile operation or private plane (0.1 percent) 
Public transportation 
Sports and recreation 
Other entertainment 


ae ie et ed fle Ae bed bl bed ed bed Pt 
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TaBLE 50.—Estimate of per party expenditures May 11 through Sept. 13, 1958 


Estimate of people—weeks 675, 913 
Estimate of people—days 4, 731, 391 
Average days in 19-county area 
Estimate of number of different people in 19-county 

through Sept. 13, 1958 
Average size of party 
Estimate of number of different parties in 19-county 

through Sept. 13, 1958 122, 958 
Average expenditures per person, per day, in 19-county $6. 82 
Average expenditures per person for 9.14 days $62. 33 
Average expenditure per party, per day in 19-county area $28. 71 
Average expenditure per party for 9.14 days in 19-county area $262. 41 


TABLE 51.—Estimated total expenditures of travelers in the northern 19-county 
area of Minnesota, May 11 through Sept. 13, 1958 





Estimated 
total expend- 
County itures based | Percent of 
on $47.74 per 
week, per 
person ! 





| 
| 


1, 812, 592 


os 


Mille Lacs 

Pine and Carlton 
Roseau and Beltrami 
St. Lovis 

Wadena 


PDO ATID RP WADWDMOARH AD 


~ 
. DNDELE PE RASNOIN 


| _ 


| 


32, 268, 087 


3 
o 


1The per person average weekly expenditures of travelers within the 19-county area-is $47.74. 
travelers survey tables. 


| 
| 


n 


ee 


TABLE 52.—Share of the 19-cownty vacation market from each State 





Amount of 
Home State of traveler Percentage of | money spent, 
travelers 19-county 
area 


$9, 519, 086 
6, 485, 885 
5, 775, 988 


1, 387, 528 
871, 238 
806, 702 
709, 898 
645, 362 
451, 753 
387, 217 
322, 681 

1, 581, 136 


32, 268, 087 


s 388 
$ PEK NNNPLPP PANS 
Co] COMMON ANWOANOHA 





| 
| 





1400 UNEMPLOYMENT PROBLEMS 


TaBLE 53.—Canoe travelers sample (384 cases)—Total amount spent in Minnesota 
by canoe travelers 
Amount: 
Less than $50 
$50 to $99 
Mn oe arti ais = ae alow an teaches aden te sek 
$150 to $199 
SP AIERDEIR eters 8 On Oe ca ee bah eee EH ewes 
$300 to $399 
$400 to $499 
$500 or more 


TaBLe 54.—Canoe travelers sample—Percentage of expenditures of canoe travelers 
Type: 


Equipment 
Complete outfits 
No purchase 


Tasie 55.—Canoe travelers sample—Type of lodging travelers used on their way 
to and from canoe area 
Type of lodging: Percentage 
SRR IIT TUR NO MN eS oh eh eet lier creme edsnee tts 


Campout 
PARNER ie oe es os See ee ee an Sire ie eae 
No reply 


TABLE 56.—Cities through which travelers journeyed while traveling in Minnesota 


[Percent] 


Travelers | Travelers | Travelers | Travelers 
from from from from 
Minnesota} Iilinois Iowa all States 


vores 


0.5 
9.6 


Pipestone 

Ro dcmunonancewe 
Minneapolis-St. Paul 

St. Cloud. 

Fergus Falls 

Brainerd 

Detroit Lakes 


Grand Rapids 

ie crete 

eS 

East Grand Forks_-- es 
se cs ccsndecsene 
International Falls__- 


So 
| HO AOL SRD Wooo ws 
—_ mr 
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TaBLe 57.—Number of different places travelers stayed at night while in 
Minnesota 


[In percent] 





Travelers | Travelers | Travelers | Travelers 
Number of places fi fi from 
i all States 








TABLE 58.—Purchase of resident fishing licenses by Minnesota travelers 


Percentage of travelers who bought family residence fishing licenses in 1958. 
Percentage of travelers who bought resident individual fishing licenses in 


Percentage of travelers who did not purchase fishing licenses or who gave 
no answer 


TABLE 59.—Purchase of nonresident fishing licenses 
Percent 
Percentage of travelers who purchased nonresident fishing licenses in 1958_ 81.9 
Percentage of travelers who did not perenene nonresident fishing licenses or 
who gave no answer Pees 18. 1 


100. 0 


SELECTED BIBLIOGRAPHY 
ARIZONA 


Cassaday, L. W., “The Role of the Tourist Industry in Arizona’s Expanding 
Economy,” 6 pages, University of Arizona, 1950. 

McCleneghan, Thomas J., Arizona Business and Economic Review, “Arizona— 
Tourist Route to Mexico,’’ November 1956. 

“Report on Winter and Summer Visitors in Arizona,” prepared for Arizona De- 
velopment Board, 30 pages, 1956. 

“Report on Winter and Summer Visitors in Arizona,’ University of Arizona, 
special studies, No. 11, 50 pages, 1956. 

Shirer, John, “The Tucson Winter Visitor—1950-51 Season, An Economic Por- 
trait,” University of Arizona, special studies, No. 2, 6 pages, 1951. 

Waugh, R. W., “A Procedure for Tourist Studies,” 15 pages, University of Ari- 
zona, special studies, No. 12, 1957. 


CANADA 


“Travel Between Canada and Other Countries, 1957,” Dominion Bureau of Sta- 
tistics, International Trade Division, Balance of Payments Section, Ottawa, 
Canada. 

CARIBBEAN REGION 


Caribbean Area Tourist Trade Index, edited by Carlos N. Quijano, University of 
Miami, 13 pages, 1957. 

Voyles, Robert J., “The Tourist Industry of the Caribbean Islands,” University 
of Miami, area development series, No. 6, 80 pages, 1956. 

Wolff, Reinhold P., and Marcenaro, Oscar, “A Comprehensive Study of Tourist 
Trends in the Caribbean for the Past Six Years,” 11 pages, University of Miami, 





1402 UNEMPLOYMENT PROBLEMS 


Wolff, Reinhold P., and Voyles, Robert J.,- “Tourist Trends in the Caribbean, 
1951 to 1955,” University of Miami, 1956. 


COLORADO 


Crampton, L. J., and Ellinghaus, F. W., “1953 Colorado Statewide Summer Tour- 
ist Survey,” 62 pages, University of Colorado, 1953. 

Crampton, L. J., and Lawson, Donald F., “Colorado Summer Tourist Traffic 
Flow Study,” 29 pages, University of Colorado. 

Crampton, L. J., and Ellinghaus, F. W., “Pike’s Peak Region as a Tourist Resort,” 
52 pages, University of Colorado, 1953. 

Crampton, L. J., and Ellinghaus, F. W., “1952 Pilot Tourist Study, Rocky Mount- 
tain National Park; Analysis and Report,’ 22 pages, University of Colorado, 
1952. 

Crampton, L. J., “The Tourist and Colorado,” 48 pages, University of Colorado, 
1956. 

Crampton, L. J., “Tourist and Colorado in 1957,” 11 pages, University of Colo- 
rado, 1957. 

Crampton, L. J., “1953 Statewide Colorado Hotel Tourist Survey,” 37 pages, Uni- 
versity of Colorado, 1954. 

“Summary of 1953 Colorado Statewide Tourist Survey,” 16 pages, University of 
Colorado, 1954. 

FLORIDA 


Benner, Robert W., “Characteristics of Miami Beach Hotel Guests, 1954-55,” 
13 pages, University of Miami, 1956. 

Ferguson, Muir C., and Wolff, Reinhold P., “Characteristics of the Sightseeing 
Tourists Visiting Hileah Park, Dade County, Fla., December 1, 1952 to January 
15, 1953,” 9 pages, University of Miami, 1953. 

Wolff, Reinhold P., “Characteristics of Tourists, Dade County, Fla., 1954-55,” 
5 pages, University of Miami, 1955. 

Wolff, Reinhold P., and Mills, Mable D., “Expansion of Tourist Activity in Dade 
County,” 35 pages, University of Miami, area development series, No. 3, 1953. 

Wolff, Reinhold P., and Stoker, W. R., Jr., “Report on the Winter Tourist Season, 

1952-53, Southeast Florida,” 12 pages, University of Miami, 1953. 

Wolff, Reinhold P., “Tourist Days and Tourist Spending in Southeastern Florida, 
1954,” 45 pages, University of Miami, 1955. 


KANSAS 


“Kansas Tourist Survey, 1956,” by State Highway Commission of Kansas High- 
way Planning Department in cooperation with U.S. Department of Commerce, 
Bureau of Public Roads. 

Harding, Horace W., ’*Kansas Tourist Survey, 1952,” 48 pages, University of 
Kansas, 1953. 

MICHIGAN 


Luck, David J., and Gunn, Clare A., “Winter Resorts in Michigan,” 59 pages, 
Michigan State University, Research Report No. 11, 1954. 
Michigan Tourist Survey, 34 pages, Micigan State University, Research Report 
No. 7, 1953. 
MINNESOTA 


Lund, Reuel I., Business News Notes, No. 32, “Minnesota Resort Profits,” Sep- 
tember 1956, School of Business Administration, University of Minnesota, 
Minneapolis, Minn. 

“Minnesota Resort Business,” Minneapolis Federal Reserve Bank, October 23, 
1953. 

“Steps to Better Vacations,’ Department of Business Research and Develop- 
ment, St. Paul, Minn., 1948. 

Taves, Marvin J., “A Study of Human Values in Forested Area Recreation,” 
1959. Department of Sociology, University of Minnesota, Minneapolis. 


SOUTH DAKOTA 


Montgomery, V. E., “Tourist Travel in South Dakota, 1954,” 24 pages, University 
of South Dakota, Bulletin Series No. 41, 1955. 





UNEMPLOYMENT PROBLEMS 1403 


“The South Dakota Tourist Survey, 1949,” University of South Dakota, Special 
Release No. 18, 1949. 
TENNESSEE 


Copeland, Lewis C., Pikl, I. James, and Peterson, John M., “Estimating Tennes- 
see’s Tourist Business,” 119 pages., University of Tennessee, Study No. 26, 
1955. 

WASHINGTON (STATE) 


Bradley, Joseph T., and Guthrie, John A., “An Analysis of Convention Business 
in Washington State, A Sample Survey of Five Cities,” 53 pages. State Col- 
lege of Washington, Bulletin No. 24, August 1953. 

Lanzilotti, Robert F., “The Washington Tourist: Survey, 1951,” 40 pages. State 
College of Washington, Bulletin No. 20, March 1952. 

Lanzillotti, Robert F., “The Washington Tourist Survey, 1952,” 31 pages. State 
College of Washington, Bulletin No. 23 (Recreation Resources Studies), March 
1953. 

WISCONSIN 


Wisconsin Park and Forest Travel Study, ‘“Here’s What You Said!”, Wisconsin 
Conservation Department in cooperation with State Highway Commission, 
U.S. Bureau of Public Roads, University of Wisconsin, 1959. 


U.S. DEPARTMENT OF COMMERCE 


Travel Survey, 1957, U.S. Department of Commerce, Bureau of the Census, 
Washington 25, D.C., September 1958. 

“U.S. Census of Business, 1954,” volume V, Selected Service Trades—Summary 
Statistics. 

“Your Community Can Profit From the Tourist Business,” U.S. Department of 
Commerce, Office of Area Development, 1957. 


U.S. NATIONAL PARK SERVICE, DEPARTMENT OF INTERIOR 


“Glacier National Park Tourist Survey,” conducted by Montana State Highway 
Commission Planning Survey in cooperation with U.S. Department of Com- 
merce, Bureau of Public Roads and U.S. Department of the Interior, National 
Park Service, summer of 1951. 

“Great Smoky Mountains National Park Travel Study’ conducted by North 
Carolina State Highway and Public Works Commission, Tennessee State De- 
partment of Highways and Public Works, and U.S. Bureau of Public Roads, 
1956. 

“Tabulation of Visitors to Areas Administered by the National Park Service,” 
U.S. Department of the Interior, December 1957. 

“Tabulation of Visitors to Areas Administered by the National Park Service,” 
U.S. Department of the Interior, July 1958. 

“Shenandoah National Park Tourist Study,” conducted by the Virginia Depart- 
ment of Highways, Division of Traffic and Planning, Richmond, Va., in cooper- 
ation with U.S. Department of the Interior, National Park Service, and U.S. 
Department of Commerce, Bureau of Public Roads, 1952. 

“Yosemite National Park Travel Survey,” conducted by U.S. Department of the 
Interior National Park Service in cooperation with California Division of 
Highways, Statewide Highway Planning Survey, and U.S. Department of 
Commerce, Bureau of Public Roads, December 1952 to December 15, 1953. 


BUSINESS ORGANIZATIONS 


Recommended Procedures for Conducting State Surveys of Travel, Committee 
on Travel Statistics of the National Association of Travel Organizations, Inc., 
November 1956. 

Vacation and Travel Survey, “The Dynamics of Travel,” Research Department, 
the Curtis Publishing Co., Philadelphia, Pa., November 1956. 

“The Travel Market of the United States,” Fourth Nationwide Survey, Re- 
search Department, the Curtis Publishing Co., April 1952 to March 1953. 

The Wall Street Journal Vacation and Travel Research, Erdos and Morgan Re- 
search Service, 1181 Broadway, New York 1, 1958. 
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PROFESSIONAL PUBLICATIONS 


Crampon, L. J., The Journal of Marketing, “Tourist Research—A Recent Devel- 
opment at the Universities,’ volume XX, No. 1, July 1955. 

Heller, Norman, The Journal of .Marketing, “An Application of Psychological 
Learning Theory to Advertising,” volume XX, No. 3, January 1956. 

Waugh, Robert E., The Journal of Marketing, “Increasing the Validity and Reli- 
ability of Tourist Data,” volume XX, No. 3, January 1956. 

Crampon, L. J., The Journal of Marketing, “Additional Thoughts on Obtaining 
Tourist Data,” volume XXI, No. 1, July 1956. 

Trice, Albert M., and Wood, Samuel E., Land Economics, “Measurement of Rec- 
reation Benefits,’* volume XXXIV, No. 3, August 1958. 


FEDERAL RESERVE BANK OF PHILADELPHIA 


Business Review, “Still on Vacation,” May 1958, Federal Reserve Bank of 
Philadelphia. 
Chairman McCarruy. Is Mr. Pruden here now? If not, we'll hear 
the testimony of Mr. Barney Barstow, counsel for Fraser-Nelson 
Shipbuliding & Dry Dock Co., Superior. Mr. Barstow. 


STATEMENT OF BARNEY B. BARSTOW, COUNSEL FOR FRASER- 
NELSON SHIPBUILDING & DRY DOCK CO., INC., SUPERIOR 


Mr. Barstow. Senator McCarthy and gentlemen, statement as sub- 
mitted by Fraser-Nelson Shipbuilding & Dry Dock Co. through me, 
as counsel. 

One factor which contributes to the unemployment problem in the 
Superior-Duluth area is that many of the industries and businesses 
are seasonal in nature. This is true of the tourist business, recreation 
business, and the transportation industries which handle iron ore and 
oo by rail and by boat. Other industries and businesses which are 

ependent upon them, such as restaurants, resorts, hotels, motels, 
suppliers of food and other commodities, railroads, docks, and eleva- 
tors thus also become seasonal, but to a somewhat lesser degree. Our 
unemployment, therefore, increases substantially during the winter 
months. 

Fraser-Nelson Shipbuilding & Dry Dock Co., Inc., is in the ship 
repair business. During the summer months it is to a large extent 
dependent upon such business as results from accidents and incidents 
which require minor repairs or inspections of vessels. During the 
winter months the company relies upon securing contracts for major 
repairs to vessels. 

he company’s employment, therefore, is usually larger during the 
winter months than it is during the summer months. For winter 
work the company attempts to give employment to skilled workmen 
who are regularly employed during the summer months in other 
industries in the area. In a small way, this serves to provide a means 
of relieving the unemployment situation during the slack period. It 
appears to us that many of our businesses will continue to be seasonal 
and that our efforts, therefore, to stabilize employment should be 
primarily directed to providing work during the winter months. 





UNEMPLOYMENT PROBLEMS 1405 
WINTER EMPLOYMENT 


Shipbuilding is an industry which can be utilized to provide winter 
work for large numbers of men. Presently, however, it is imprac- 
ticable to compete with the east, west, and ult coast shipyards, because 
of delivery dates and places specified in many contracts. Government 
contracts for ship construction should provide for delivery at the con- 
tractor’s shipyard and should provide bor concessions in delivery dates 
where delays are encountered due to weather conditions. This would 
permit Great Lakes shipyards to compete with the coast shipyards. 

Since employment in the Duluth-Superior area is largely dependent 
upon lake traffic, we would recommend that every effort be made to 
extend the season of lake traffic. We would also recommend the addi- 
tion of more ice breakers for use in Lake Superior. We would also 
favor research in the ways and means of keeping the seaway open to 
the Duluth-Superior ports the year around. 

We recommend the deepening of all channels in the Great Lakes as a 
stimulus for more trade for this area. We believe that American and 
foreign traffic in and out of this port can be increased. 

In our opinion it is more important to have a prosperous community 
than a large community. It is more important to stabilize employ- 
ment than to add residents to the area who can find work for only 9 
months of the year. Our problem is to encourage types of industries 
and businesses which can absorb the winter supply of surplus labor. 
The shipbuilding industry is only one industry flexible to do this. 
There must be many others. 


EMPLOYEES FOR SEASONAL WORK 


Chairman McCartuy. Mr. Barstow, could you tell me, what is the 
source of your employees in this seasonal work ; what do they do during 
the rest of the year? 

Mr. Barstow. A large number of them are railroad employees, some 
of them work at coal docks and grain elevators. I would say the ma- 
jority probably are railroad employees. 

Chairman McCartuy. Could you explain how this works out in re- 
lation to the various unions? Do they belong to separate union or- 
ganizations? 

I refer to the employees themselves in various unions that are in 
existence in the area. 

Mr. Barstow. Well, we have one contract covering all of the em- 
ployees and it is with the Boilermakers Union; and the Boilermakers 
Union themselves handle that, so that. we haven’t had any problems 
with respect to representation or affiliation. 

Chairman McCarruy. Your contract or agreement is with the Boil- 
ermakers, and it’s a question of dual membership on the part of the 
individuals who work. If they work on the railroad, they assume their 
railroad brotherhood union. 

Mr. Barstow. Yes. Our labor relations have been very excellent. 

Chairman McCarruy. Do the unions consider this question of try- 
ing to provide work in the off season? I know it would not Semel 
be a part of the contract, but is there any accommodation which re- 
lates to that problem ? 

Mr. Barstow. I don’t know whether I understand the question. 
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Chairman McCarruy. Well, the union itself must be concerned 
about its members and whether they are employed in the off season. 
In your negotiation, is this problem dealt with ? 

Mr. Barstow. Yes, it is dealt with. My information is that the 
Boilermakers Union has a national committee, which I think probably 
Mr. Modeen might tell you of their efforts in securing more stable em- 
ployment for their membership in the Great Lakes area. 

Chairman McCarruy. Do you have any problems with the Federal 
Government in its granting of contracts for repair and so on, because 
of the rather strict and rigid application of the regulations and laws 
ve with placement of contracts in areas of excesive unemploy- 
ment 

Mr. Barstow. No. Our big problem is that if any of the specifica- 
tions in which we are interested in bidding on, is that the place of 
delivery might be, say, at Navy Yard in Brooklyn, which rules us out 
on a competitive basis. Other factors which enter into the Govern- 
ment contracts is that they specify 190 days, which makes it a burden 
on us to comply with the 190 days. I think that the biggest obstacle 
to our securing Government work is the specification with respect to 
the place of delivery and the time of delivery. 

Chairman McCartuy. It’s your opinion that these requirements, 
either in place or time of delivery, that some reasonable accommoda- 
tions could be made; that they may be too rigid ? 

Mr. Barstow. That’s right. 

Chairman McCartuy. Thank you very much, Mr. Barstow, for 
your testimony. Mr. Paul Akers, secretary of the Superior Federa- 
tion of Labor is our next witness. 

Mr. Houcer Mopeen. Mr. Akers isn’t here but I will take his place, 
Senator. 

Chairman McCartuy. Would you identify yourself? 


STATEMENT OF HOLGER MODEEN, PRESIDENT, SUPERIOR 
FEDERATION OF LABOR 


Mr. Mopren. I am Holger Modeen, president of the Superior Fed- 
eration of Labor. 


FOR ATTENTION OF THE COMMITTEE ON UNEMPLOYMENT PROBLEMS 


Free countries like our own favor the free enterprise system, but 
we have neglected to pay heed to the waste of manpower which could 
be used to develop our natural resources. Some European countries 
have practically solved the problem by providing work on roads, 
public buildings, power projects, military installations, flood control, 
and other improvements for the benefit of all. In line with the above, 
a Federal public works program can do much to assist those areas 
where chronic unemployment is a factor in the economy of the com- 
munity. Further, our natural resources should be utilized to the 
utmost to provide employment which would provide benefits to both 
industry and the people in the area. 

Unemployment will continue to be an economic and social problem 
as long as any man willing and able to work is unable to procure 
employment. In our particular area, work has been seasonal ever 
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since the large timber resources were exhausted. Building construc- 
tion usually lags during the winter months and there are not enough 
industries to take care of the excess labor supply.. This area being in 
the seasonal employment category has created many problems of 
unemployment in our labor supply. 

We agree that Congress should continue to strive for an area 
development program that will assist in those areas of chronic 
unemployment and the so-called depressed areas. 

Overemployment, men holding two or more jobs, usually performed 
by men in public employment, is a problem which we believe could be 
easily prevented if institutions providing employment for these men 
would insist that they do not infringe on work which morally belongs 
to others. Under the restriction of new labor laws, local unions are 
left powerless to enforce the ordinary rules. We urge that Congress 
continue to expand the benefits that our retired people receive in social- 
security benefits, which would alleviate the anetbean of thos retired and 
seeking other employment, to supplement their social-security benefits. 

A mother’s constant attention to the home, husband, and children 
used to be of paramount importance. However, with new appliances 
and other labor-saving devices, including packaged foods, the home- 
maker has time for activities outside the home, which include her 
entering the labor market and thus depriving others of employment. 

Youth: Every year an increasing number of young people leave 
grammar or high school looking for work. Some of them obtain jobs 
in blind-alley employment where little skill is required and chances 
for a better job vay limited. It often happens that they become 
drifters from one job to another. The aimless way of education in 
liberal arts colleges leaves many young people with no training for 
any specific vocation because they have had only limited knowledge 
in a number of subjects far removed from fitness to earn a living. 


FEDERAL STANDARDS NEEDED 


We, further, firmly believe that Congress should establish Federal 
standards for unemployment compensation, with weekly benefits of at 
least 39 weeks and 50 percent of the worker’s average wage, up to a 
maximum of two-thirds of the State’s average weekly wage. 

In behalf of the Superior Federation of pe ag AFL-CIO, Superior, 
Wis., may I express our appreciation to your committee for being 
given the opportunity to express our views on this most important 
problem. 

Chairman McCartruy. Thank you very much. Under Wisconsin 
law, what is the period of duration of unemployment compensation ? 

Mr. Mopeen. Thirty-four weeks now. 

Chairman McCartuy. Thirty-four. You are one of the best. 

Mr. Mopren. That was just passed in the last legislature. 

Chairman McCartuy. Michigan has 34. You rank very high also. 

Mr. Mopreen. Well, what they did do, Senator, is increase the 
eligibility weeks from 14 to 18, which has created a problem, especially 
in our district of Superior. With our seasonal work, they don’t get 
that amount of weeks employment. That has created a very difficult 
problem. 

Chairman McCartuy. Before you become eligible? 

Mr. Mopren. That’s right. 
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Chairman McCarruy. What is the percentage of the benefits in 
relation to the average weekly wage in Wisconsin ? 

Mr. Mopegen. That has run from around $38 to $40; but on January 
1, the maximum goes to $42, which helps some. 

Chairman McCarruy. Did Wisconsin pass legislation to take ad- 
vantage of the emergency unemployment compensation ? 

Mr. Moveen. Right. 

Chairman McCarruy. We've had much testimony similar to yours 
presented in most of the places where we have held hearings. We did 
have testimony on the part of the vice president of General Motors in 
which he pointed out that in their retirement program, if an employee 
was laid off—I think there was a period of time before this went into 
effect—but he might choose to retire if he was over 60. In that case 
they would double the regular company pension until the time he be- 
came eligible for social security. This, I assume, is similar to the 
general proposal you make with regard to social security. 

Mr. Moperen. That’s right. 

Chairman McCarruy. After you established a reasonable period 
during which a man over 60 was unemployed, you might let him 
retire and collect his social security or additional social security 
benefits. 

Mr. Mopeen. That’s right. 

Chairman McCarruy. This, of course, has been the policy adopted 
in the common markets area in Europe, when it was established that 
unemployment resulted from some recession in trade and tariff polli- 
cies. The employees affected, at a certain age, might elect to retire 
and receive whatever retirement benefits were provided for them 
under the law. Thank you very much for your testimony. 

Charles Bannister, president of the AFL-CIO central body, Du- 
luth, has requested that he tetsify this morning instead of this after- 
noon. Mr. Bannister. 


STATEMENT OF CHARLES BANNISTER, PRESIDENT, AFL-CIO 
CENTRAL BODY, DULUTH 


Mr. Bannister. Senator McCarthy, Congressman Blatnik, my 
name is Charles Bannister. I appear today on behalf of the Duluth 
AFL-CIO central body. 

At the outset we wish to express our appreciation to the committee 
for coming to this area and to state that our oral presentation will be 
extremely brief and that we will supplement it by a further written 
statement which we will file with the committee at an appropriate 
time. 

I don’t believe that it was a secret to the committee before coming 
here that we have had unemployment in the past—we have it now— 
and that unless further constructive action is taken, that we can expect 
to have periodic a in the future. At the same time, 
however, I want to emphasize that we feel that the future of this area 


is tremendously bright and that its potential will be realized. The 
only question is: When ? 


a ee ee ee ee ee ae 
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PIRATING OF INDUSTRY 


We wish to state that we support each of the recommendations by 
the national AFL-CIO and will not go into detail with respect to 
these recommendations. We would like, however, to point out to you 
that some of the problems that have been outlined to you in a general 
form by the national AFL-CIO are very real. One of these prob- 
lems is the pirating of industry from the Northern States by anti- 
union, low-wage-paying leaders in some of the communities in the 
South. We have an example in this area where a Duluth employer 
was solicited by the industrial development commission of a small 
Kentucky town. We have many others, too. When we read what 
this development commission had to say, we were shocked. I quote 
to you statements that are included in the letter that this area business 
received. For obvious reasons, we are not indicating at this time the 
name of the community nor the local industry that received the com- 
munication. If the committee desires, we shall request permission of 
the local industry to submit this information to the committee. 

I’m now quoting some paragraphs from the letter: 


PREVAILING WAGE SCALE 


The prevailing wage scale existing in this area, and based upon the plants in 
actual operation, is $1 to $1.30 per hour for the unskilled labor and $1.75 to $2 
per hour for highly skilled labor. Your actual wage scale, of course, would be 
determined and established by your own company and its policies. 

We wish to emphasize that the city and its industrial commission will aid and 
assist in the screening and selecting of desirable employees and help you to 
sell them upon your company’s policies regarding its labor relations. In this 
connection, we might mention that all of our new local industries are operating 
unorganized and without any union difficulties. 


AVAILABLE LABOR 


As I advised you on August 24, we have approximately 6,000 people regis- 
tered. On the 24th of January of this year, we registered 5,456 individuals with 
a case history on each one and since then approximately 600 additional workers 
have been registered. I note you state that 70 percent of the desired workers 
will be female so we have nearly 2,800 women so registered for employment, and 
if you will refer to the General Industrial Survey Report I sent you, you will 
note the age breakdown in the same. We have one of the largest and finest 
labor pools in the State of Kentucky. 


COAL PROCESSING PLANT 


For your information, no coal is mined around here. The United States Steel 
Corp. has its coal processing plant located here due to the fact there was not 
sufficient acreage at Lynch, Ky.; an area about 95 miles from here where the coal 
is mined for this processig plant. That is the only connection that we have with 
the coal industry, and that is strictly not a mining operation at all. The coal 
processing plant is strictly an automation setup. They have 58 hourly workers 
and 7 supervisory workers. Practically all are classed as very highly skilled, 
both electrical and mechanical workers. It is not under the United Steelworkers 
Union but since it is a unit of the Lynch operation it comes under the United 
Mine Workers, but they do not have any influence or bearings on our local peo- 
ple whatsoever. Matter of fact, sentiment here is definitely against any miner 
union setup, and the type of men who are employed at the processing plant are 
far different from those engaged in the mining of coal. It is strictly a highly 
skilled electrical and mechanical operation. 


To continue with that same letter: 
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BROTHERHOOD ORGANIZATIONS 


This city was founded by the L. and N. Railroad, and made into one of the 
largest terminal divisions on their system. Now, in regards to the brother- 
hoods which in my most candid opinion are the highest type of American labor, 
they do not ever interfere with industrial development nor do they act like other 
types of union organizations. In 1957 and 1958 in another railroad center, I 
located three very large nationally known concerns and when outside union 
leaders tried to organize these plants, the local brotherhood groups most defi- 
nitely would take no part in the same and advised outsiders they were not wel- 
come in that area as they did not want anything created that would destroy em- 
ployment for their children and grandchildren. All three of these plants have had 
National Labor Relations Board elections and the most votes cast for a union 
were 13 with hundreds voting positively no union whatsoever. The brotherhood 
leaders are backing this commission and the same procedure that I had in 1957 
and 1958 will prevail here as well. Hence, the brotherhoods will not create 
any problem in our industrial development program. Also many men em- 
ployed on the railroad here are not members of any union whatsoever. 


Then he goes on to say: 


I personally feel that with a most desirable geographical location such as we 
possess, plus the fact of exceptionally high-class citizens living in this area, that 
it will become one of the better industrial communities of southern Kentucky, 
and I see no reason why it will ever become organized if a manufacturer treats 
his employees fairly and pays the best wages possible it can afford to extend to 
its workers for a good day’s production work. 

That was the end of that letter. 

In addition to these inducements, the development commission also 
offered to construct a building to meet the needs of the industry and 
assured the local industry that it would not be required to pay any ad 
valorum taxes on the building and the machinery. 

It is obvious that this type of situation can only be corrected if we 
prescribe uniform standards for workmen’s compensation and unem- 
ployment compensation and if we increase the minimum wage law 
to a realistic level. It is also absolutely necessary that the provisions 
of the Taft-Hartley Act and the Labor Management Relations Act be 
amended so as to remove the obstacles that now stand in the way of 
employees becoming members of the union of their own choice. 

We know that there are those who have testified and will testify be- 
fore your committee who will say that the way to make our area 
more competitive is to slash the wages of the workers and to slash the 
expenditures that we make for our schools, our hospitals, our State 
mental institutions and, in general, to substantially reduce the area 
of public services. It is our strong feeling that the main asset that we 
have and the principal reason why we have been able to survive despite 
the Nation’s serious economic recessions of 1954, 1956, and 1958, is the 
fact that we have a highly skilled and educated, ree: labor 
force that makes up in a large measure for the disadvantges that we 
suffer because of our location from markets and high power costs. 


LOW COST POWER NEEDED 


In addition to the recommendations of the AFL-CIO, we have some 
additional suggestions that we desire to make. One of our real prob- 
lems, in this area, is the fact that electric power is very costly in north- 
ern Minnesota. The industrial rate is currently about 12 mills per 
kilowatt hour. This compares with power rates in the vicinity of 
Massena, N.Y. of 4.3 mills per kilowatt hour. 
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Frankly, the cost of electric power must be reduced if the full po- 
tential of this area is to be realized. If a way can be found to reduce 
the cost of electric power, it will open the door to further taconite and 
semitaconite developments. It will open the door to the development 
of direct reduction of iron ore in this area and will also encourage the 
development of the timber industry, refinement of our other low-grade 
ores and will, in general, encourage the diversification of our industry 
that we need so badly. 

The question then arises, how are we going to realize this low-cost 
power? Power rates will, of course, be somewhat reduced by the 
fact that we have obtained natural gas for this area. It has already 
been indicated that the power costs of the Minnesota Power & Light 
Co. to produce — will be cut by 10 to 12 percent merely because 
natural gas is about to come into the area. This took place when the 
coal companies supplying the Minnesota Power & Light Co. indicated 
that they would reduce their cost of coal by about 10 percent. We 
hope that there will be a still further reduction when natural gas be- 
comes a reality. Other possibilities include the use of peat and lignite. 
We most strongly urge that substantial additional Federal funds be 
appropriated to institute a crash program for the early use of these 
products as a fuel. We also urge that study be given to the establish- 
ment by the Atomic Energy Commission of a nuclear powerplant to 
be located on the Iron Range. There is no area of the Nation that 
has contributed more in the terms of its resources to the national de- 
fense than has the Iron Range, and it is only fitting that we put back 
into that area some of the natural wealth that has flowed from it. We 
understand that these powerplants at this time are not economically 
feasible, but we feel that this area should have an atomic powerplant, 
if necessary subsidized by the Atomic Energy Commission to help in 
the development of this area. 


RECOMMENDATIONS 


The other recommendations that we would like to make and that 
we will develop further in our written testimony are as follows: 

(1) That the forestry department increase its activities in this area 
and develop a sound program of the uses of the great resources that 
we have in the Superior National Forest. 

(2) That the construction of the Interstate Highway System, in- 
stead of being slowed down, be expedited in order that the tourist 
potential of this great area be reached. 

(3) We support fully the remarks of those who have urged that 
discrimination in freight rates be eliminated, and that a real effort be 
made to bring some defense industry into this area. 

(4) We support proposals to deepen the connecting upper Great 
Lakes channels. 

We reiterate our position that the Eisenhower veto of the depressed 
area bill, the communities facilities bill, and the airport construction 
bill were vetoes which substantially retarded the progress of this area. 
We feel the opposition of the Eisenhower administration to the pro- 
gram to establish a Youth Conservation Corps, which is sponsored 
by Congressman Blatnik and Senator Humphrey, is shortsighted and 
is particularly harmful to the Arrowhead country. 

47557—60—pt. 4——7 
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Thank you. 

The Cuarrman. Mr. Bannister, we do have some questions, but the 
engineer has asked us to hold up for a minute while he changes the 
tape. 

While the tape is being changed, I’d like to request that if there 
is anyone here who is scheduled for this afternoon who would like to 
testify this morning, will he check with Mr. Gentilini. 

Chairman McCarruy. Congressman Blatnik would like to make a 
statement and comment on the testimony. 


STATEMENT OF HON. JOHN BLATNIK, A REPRESENTATIVE IN 
CONGRESS FROM THE EIGHTH DISTRICT OF THE STATE OF 
MINNESOTA 


Congressman Biatnik. Mr. Chairman, first, I appreciate the cour- 
tesy of the chairman permitting a Member of the House of Repre- 
sentatives of this district to join these very important, significant 
hearings. May I say for the record, in addressing my remarks to the 
witness, Mr. Bannister, representing the American Federation of 
Labor-CIO Central Body of Duluth, that this is an exceedingly 
comprehensive and fundamentally sound statement of a broad and 
long-range program of area development. 


CONFIDENCE IN AREA 


Mr. Chairman, the witnesses previous to this and Mr. Bannister 
don’t come here pleading for any Government handout. They don’t 
ask for any great big munitions factories, warehouses or Govern- 
ment projects just to make work for the local people. These people 
have confidence in the area. They believe in its resources. They 
have done everything they possibly could on the local, county, and 
State level, and admit frankly and very correctly, and with justifi- 
cation, that there is an area where the Federal Government should at 
least express concern and encourage the use of what resources we now 
have up here to give long-term employment. It has been pointed 
out, of course, that we still do have resources in spite of the un- 
believable drain in the past on them. First, the terrible, shocking 
exhaustion of the timber resources; next, the rapid depletion of the 
high-grade direct shipment open-pit ores. Two basic resources pretty 
well went down the drain. But what is left shows great potential. 
The main safe course is taconite. The taconite industry already, 
although a rather early figure, has run into almost a half a billion 
dollars of venture capital invested in this area, giving year-around 
employment instead of seasonal employment. Further development 
of semitaconite and other forms of beneficiation of our low-grade ores 
isalso planned. So we do have the resources. 

It. has been proven here, that we have not only an available pool 
of labor but what is more, it is skilled labor. Outside industries such 
as Cluett-Peabody Co., a garment factory, making shirts, which es- 
tablish plants in Gilbert, Virginia, Eveleth, and Chisholm a few years 
ago found that their training program was most successful with the 
women and the men working in their plants in this area and that it 
compared more than favorably with their record of experience in New 
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England which has long position in the textile industry, and was far 
superior to the areas that they worked in the South. The same is true 
of the men who worked in heavy industries and mines, and on the 
railroads and the other factories and construction trades we have. 

So, to repeat, we have the resources; we have not only a large pool of 
available labor, but very productive and energetic labor. And now, 
we have transportation which has always been a headache up here. 
With the St. Lawrence Seaway, we not only have better access now 
to all the ports of the Great Lakes area, we also have access to the 
ports along the Atlantic coast, the gulf coast, and we have access to 
the sealanes of the world. 

So we have resources, we have manpower, we have transportation ; 
so it’s very fitting that the gentleman from the labor council, Mr. 
Bannister, presents with quite some conviction the need for power. I 
do believe that our last remaining ingredient is an abundant source of 
relatively low-cost power, whether it be gas, or the utilization eventual- 
ly of lignite and peat; and, I’m sure, in the not-too-distant future, 
verhaps atomic energy. Once we get the power, then this area will 
Gass before it, on a long-term basis, a sound and healthy growth and 
development of its economy which, of course, is of interest and concern 
to us not only from the area point of view, but from the national 
interest—yes, even in terms of national defense. Once we get power, 
I’m sure that the major source of high-grade iron ore shall continue 
to come from within the continental borders of this country. We are 
gratified that all of the companies with one exception, and that’s the 
biggest one, the biggest producer here, have invested an enormous 
amount of money to develop high-grade premium ore out of low-grade 
iron-ore-bearing taconite rock. We can’t overlook that with the 
atomic submarines, that to protect our national interest, we cannot 
depend on any source of foreign iron ore, no matter how lucrative it 
might be; we cannot depend upon it to sustain us should another 
international crisis or war break out. 

So I commend the gentleman for his very, very basic, very sound, 
very comprehensive statement in outlining a sound, long-term pro- 
gram of economic development for the area. 


DISCRIMINATORY PRACTICES 


Chairman McCarrny. Thank you, Congressman Blatnik. 
I would like to — Mr. Bannister, that you have indicated your 


support of the general program as submitted by the witnesses who 
appeared for the AFL-CIO national organization; but to note espe- 
cially the emphasis you place upon the effect of what is, in effect, unfair 
competition within the American labor market itself, which causes 
unemployment and instability in the economy and also in the labor 
market, and that, in many cases, there are discriminatory practices 
within the United States which do establish a differential in wages 
or the treatment of labor that is even greater than the difference be- 
tween the treatment of labor in some of the foreign countries and the 
United States as a whole. Whereas, we do seriously protest and do 
have some laws which are intended to prevent the importation and 
competition of goods produced under improper conditions, we need 
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also to give attention to unfair conditions and unfair competition 
which exist within our own economy. 

It is significant to note this dom to set up discriminatory practices, 
whether it be in the treatment of labor or whether it be by the indirect 
way of granting special concessions in the way of tax privileges, or of 
having State or local governments in some cases actually borrowing 
money, tax exempt, and using that money to establish plants which 
are then leased or sublet to industries. All of these new develop- 
ments, in a sense, contradict the provision in the Constitution which 
had the purpose of establishing a general area of trade and commerce 
in the United States, within which individual States could not set up 
a barrier. In some degree, this provision of the Constitution has been 
circumvented. 

I want to assure you that this committee will give thorough study to 
the effects on employment of these practices, and I do hope we may, 
on the basis of facts that we develop and information we receive make 
some recommendations which may result in action. 

Thank you very much. 

Mr. Bannister. Thank you. 

Chairman McCarrny. Our next witness is Hon. Harry Simon, the 
mayor of Ashland, Wis. Mayor Simon. 


STATEMENT OF HON. HARRY SIMON, MAYOR OF ASHLAND, WIS. 


Mr. Srwon. Senator McCarthy and Congressman Blatnik, may I 
just briefly give you a résumé of Ashland’s economy, both past and 
present. 

At the turn of the century in the city of Ashland, 20 sawmills were 
in operation. From the surrounding forests came the logs out of 
which millions of feet of lumber were manufactured. Several thou- 
sand men were employed, both in the woods and the mills. As the 
lumbering slowed, Ashland became a busy iron-ore shipping point. 
Ore mined some 50 miles east of Ashland in upper Michigan was 
shipped by rail to Ashland, there loaded on faiatdaes and then 
through the Great Lakes to the steel mills of Illinois and Ohio. 


DECLINE OF INDUSTRIES 


Both the timber industry and the iron-ore shipments have been so 
greatly reduced that presently we have but one veneer mill and where 
we had four ore docks (three operated by the Chicago & Northwestern 
Railroad and one by the Soo Line), we now have but one ore dock 
being used jointly by both railroad companies. Three ore docks have 
been dismantled. 

Consequently, the decrease in the lumbering and other related 
industries, the decrease in the number of men needed for iron ore 
shipping, the cutback on the railroads and not having had enough 
industries in recent years to utilize the potential labor force in the 
Ashland area, has caused a frightening unemployment situation. 

We do have some pulp cutting, lake shipping as stated, some con- 
struction, but these are seasonable in nature. 
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We feel that Ashland has the resources but does not have the 
industries to absorb the labor forces. 

In order to cope with these problems, we have several organizations 
that have been established to promote outside industry to locate in this 
area. 

Any outside ak that would best promote the interest of Ashland 
would be most welcome. We need help to expand our public works 
program; namely, more sanitary and storm sewers, street pavement 
development of parks and recreational program, replacing of some of 
our public buildings that have become obsolete. In fact, our present 
city hall was a former schoolhouse which was built in 1888. 

At this point, I should like to impress the committee with the fact 
that we are a community of homeowners. When Ashland flourished 
as a railroad center, many substantial homes were built. Our citizens 
are proud of them and they are doing their utmost to keep them up. 
We are fortunate in having good schools and churches. Our citizens 
certainly do not want to leave. 

Not too long ago, the junior Senator from Wisconsin presented 
what a great number of our citizens considered a sound proposal, 
namely, that with Federal aid the erection of a pilot plant in this 
area, utilizing low-grade wood products out of which pulp could be 
apesaeed for newsprint. 


You will find attached a comprehensive report of the city of Ash- 
land stating such facts as our various facilities, namely, transporta- 
tion, recreation, education, harbor facilities, plus pertinent informa- 
tion about our area. Presently, in accordance with the information of 
the Wisconsin State Employment Service, there are 600 unemployed 


in the four-county area, namely, Ashland, Bayfield, Iron, and Price 
Counties, of sekiah 260 are residents of the city of Ashland. ; 

In conclusion, may I say that the citizens of the Ashland area will 
be most appreciative of your committee for any favorable considera- 
tion. 

The Cuarrman. Mayor Simon, I wish to say we do appreciate your 
testifying. I note that even though you speak for what is a rela- 
tively small community, at least, in contrast to the city of Detroit 
where we held hearings quite recently, that it is my opinion, and I 
think that it’s shared i. the members of the committee, that we are 
concerned about the disruptive force of unemployment on the small 
community. I share the opinion, which I know you share, that the 
loss of some 260 residents of a city like Ashland would have a most 
significant effect on the whole structure of that community, upon the 
welfare of the people in general, upon the schools, churches, and all 
the other institutions. I think we need be concerned, not only about 
the effects of unemployment upon individuals, but also on the effect 
upon the entire community. e may have some difficulty in reach- 
ing this specific problem but I hope that some of the broad policies we 
may develop may reach down to the point of being helpful to you 
and your workers in Ashland. 

Mayor Suwon. Thank you very much. 

. Chairman McCarrny. The report of the city of Ashland is as fol- 
ows: 





1416 UNEMPLOYMENT PROBLEMS 


WISCONSIN STATE EMPLOYMENT SERVICE—ASHLAND 
Population 
City: 10,6402 
City :-—. 
Labor supply area: 18,635." 


Location 


Ashland County in northwestern Wisconsin, on the shore of Chequamegon 
Bay of Lake Superior; 75 miles east of Duluth; 200 miles northeast of Minne- 
apolis-St. Paul ; 431 miles northwest of Chicago. 

Highways 

U.S. 2, and 63; State 13, 112, and 118. 
Railways 

Chicago & Northwestern Railroad, main line service from Chicago to Ash- 
land, division point, roundhouse, switchyards, ore docks. Minneapolis, St. 
Paul & Sault Ste. Marie (Soo line), main line service from Chicago to Ash- 
land, division point, roundhouse, switchyard, ore dock. Northern Pacific Rail- 
road, main line service from Ashland to Duluth. Chicago, St. Paul, Minneapolis 
& Omaha Railroad, main line service from Minneapolis to Ashland, switchyard. 
Duluth, South Shore & Atlantic Railroad, mainline service from Marquette to 
Duluth, switchyard. Railway Express Agency. 


Truck lines 


Two common carriers serve the area; one has intrastate operating authority, 
one has both intrastate and interstate authority. Local truck lines provide 
urban service. 


Bus lines 
Urban service provided by the city bus line and the Lake Shore Bus Co., both 


locally owned. Intercity service provided by the Northland Greyhound Lines 
and the Zepher Lines. Interline connections available at terminal points. 


Airports 


Ashland Municipal Airport, 2.5 miles south southeast of the city, two run- 
ways, 2,250 foot north/south longest runway, no attendant at the field. North 
Central now serves Ashland. 

Harbor facilities 

Ashland has a natural harbor protected by Madeline and Long Islands. There 
are 4% miles of waterfront, 50 percent of which is now owned by either the 
city of Ashland or Ashland County. There are many favorable industrial sites 
available on the waterfront. The Corps of U.S. Engineers have surveyed the 
harbor and have recommended harbor improvements amounting to $1144 to $144 
million. The entrance to the present docks are 25 to 27 feet deep. The Engi- 
neers have recommended that the entrances be deepened to a uniform 27 feet, 
and be widened from 1,500 to 2,200 feet. At the present time, the Lake Superior 
District Power Co. has a hydroelectric plant, the Reiss Coal Co. has two docks; 
Clarkson Coal Co. has one dock; Soo Line Railway has one ore dock, and the 
Northwestern Railroad has one ore dock. The Lake Superior District Power 
Co. has a coal dock of their own to serve the hydroplant. The Consolidated 
Water Power & Paper Co. has a dock for the reloading of pulpwood for rail- 
way shipment. This pulpwood is towed by tug across the lake to Ashland from 
northern Minnesota and Canada. The major commodities handled include iron 
ore, pulpwood, and coal. Approximately 5 million tons handled in 1955. 
Utilities 

Gas and electric service provided in the area by the Lake Superior District 
Power Co. This utility serves an area of 13 counties in northern Wisconsin and 
two counties in Michigan. Municipally owned water utility. Modern sewage 
treatment plant which is municipally owned. Telephone service provided by the 


Wisconsin Telephone Co., new dial service with 3,386 dial phones in operation as 
of July 1, 1958. 


21950 census of population. 
? League of Women Voters 1957 census. 
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Industrial pattern 

Manufacturing activities in the area are centered in the production of paper, 
plywood, textiles, food products, explosives, coal, briquets, lamps and lighting 
fixtures, metal castings and earth moving machinery. 

In rural areas, fruit and dairy farming, commercial fishing, summer resort 
and recreational activities predominate. 


Facts and figures 

Governmental.—County seat of Ashland County. City of the third class, in- 
eorporated in 1887. Mayor, council type of government. Paid fire department 
of 20 men, 2 stations, 5 pieces of motorized equipment, 35 miles of alarm wire. 
Fourteen-man police department, 3 pieces of motorized equipment, modern 2-way 
radio equipment in all police and fire department cars. Part of the 15th circuit 
court district, county court, municipal court. 

Geographic.—City covers an area of approximately 12.5 square miles, is located 
at an altitude of 670 feet above sea level, has a mean annual temperature of 
41 degrees, annual precipitation of 31 inches of rainfall and 50 inches of snow- 
fall. Approximately 76 miles of improved streets in the city. 

Financial.—1957 general property full value: $25,550,245; full value tax rate: 
$31.43 per thousand. 1957 assessed value: $15,058,300; tax rate: $53.33 per 
thousand. Bank deposits in excess of $13 million. Assets of State-chartered 
savings and loan associations (December 31, 1957), $829,187. First class post 
office, 1957 postal receipts; $112,000. Approximately 3,251 dwelling units in the 
city, 70 percent of which are owner-occupied. A total of 125 building permits 
issued during 1958, having a valuation of $357,012. Bonded indebtedness 
(October 1, 1958) : $787,000. 

Services—Two hospitals (260 beds). Three hotels (120 rooms). Nearby 
motels with 103 units provide additional facilities for transient guests. Public 
library with 30,000 volumes, school library with 6,000 volumes and Northland 
College library with 30,000 volumes. Daily newspaper with ABC circulation of 
4,500. Radio station. 

Schools.—Five public and two parochial elementary schools. One public and 
one parochial high school with a current enrollment of 231 sophomores, 216 
juniors, and 182 seniors. Approximately 40 percent of the senior graduates 
enter the labor force. Vocational school. Northland College. 

Miscellaneous.—Hight parks and parkways covering approximately 225 acres. 
Two supervised playgrounds, one athletic field, tennis courts, golf course, three 
picnic areas. Many historical spots of interest in the nearby area, location of 
first house built by white men in Wisconsin; location of first church west of 
Marquette, Mich., and north of Mexico, Madeline Island, in Lake Superior. 
Copper Falls State Park, located 4 miles north of Mellen, has river gorge, water- 
falls, and canyons, covers 1,361 acres, camping facilities and picnic area, Tyler 
River, Tyler Fork flow through the park. Mt. Whittlesey, near Mellen in Ash- 
land County, fourth highest point in Wisconsin, 1,891 feet. Nearby lakes and 
rivers include the following: Lake Superior, Lake Owen, Pike Chain of Lakes, 
Pau Claire Chain of Lakes, Nemekag on Lake, Brule River, Sioux River, Bad 
River, Fish Creek, and Iron River, all within a 50-mile radius of Ashland, all 
good fishing areas. Ski hills with hotels and motels available for weekend 
guests at Mt. Telemark and Ashwabay. Indoor and outdoor theaters. YMCA 
and YWCA organizations provide organized youth activities, Ashland youth 
center. Eighteen churches of various religious affiliations. National Guard 
armory with a seating capacity of 200 and Dodd Gymnasium with a seating 
capacity of 1,700 provide adequate facilities for conventions and meetings. 

Chamber of commerce. Junior chamber of commerce. Four-county area 
development committee. Ashland area industrial development corporation. 
Various civic, religious, fraternal and veteran organizations, some with women’s 
auxiliaries. 

Congressman Biatnix. Mr. Chairman, may I merely state for the 
record, to show that the mayor of Ashland was accompanied by the 
a aan Tom Anich, the Municipal Judge of Ashland? Welcome, 

Tr. Anich. 


Chairman McCarrny. The next witness is Mr. William Kerfoot, 


of the Lake Superior North Shore Association. 
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STATEMENT OF WILLIAM KERFOOT, LAKE SUPERIOR NORTH SHORE 
ASSOCIATION, DULUTH 


Mr. Kerroor. Senator, Congressman, this summary that I have, 
particularly pertains to Lake and Cook Counties. 

The basic vocational interests in northeastern Minnesota are of 
such a nature that they have a tendency to create a seasonal problem. 
This is through no fault of the local population nor the result of any 
factor alone but might be under the classification of an act of God. 
The seasonal unemployment problem today is not nearly as obvious 
as it was 10 years ago in this area as all major lines of endeavor have 
taken progressive steps to level employment as much as practical to 
a year-round basis and the aggregate result has been most beneficial 
tothe area. The future looks even better. 

I'd like to cite some of the unfavorable factors with which we’re 
faced. 

UNFAVORABLE FACTORS 


The close of navigation on the Great Lakes each fall automatically 
results in almost a complete layoff of men from the boats and from the 
docks. It means a severe immediate layoff of a number of men from 
the railroads servicing such shipping interests. It further results 
in a natural curtailment of activities in the mining industry at its 
basic sites of operation. This same period marks the close of the major 
portion of the recreational business in the area which releases several 
thousand employees. Many of these, however, are students and auto- 
matically go back to school so that influence is not a major factor. The 
timber industry at present is insufficient in aggregate scope to pick 
up this surplus of employable people for its natural winter operations 
in the woods. There isa scarcity of large fabricating plants and year- 
round industrial units within the area to absorb this seasonal flux at 
this time. As mentioned before, this seasonal picture is no longer 
such a critical one for the area as corrective measures have been and 
are being taken by all parties therein. 

The tremendous percentage of land in both Lake and Cook Coun- 
ties that is now under Federal and State ownership has proved to be 
a detriment to the development of that area by private initiative. In 
Cook County, barely 10 percent of the land is left on the tax rolls. 
This condition results in a severe curtailment of activities of the local 
municipal authorities; an extremely heavy taxload forced on private 
property owners, and a partial block to the free and logical enlarge- 
ment and development of the recreational interests, the construction of 
private summer home residences, and the progressive growth of in- 
dustrial and business interests throughout that region. 

I would like, with your permission, to deviate just one moment here 
and state our appreciation to the very loyal affiliated members of the 
Minnesota Arrowhead Association and intend to remain as such. 
However, I take complete issue with what Lee Vann said, in testimony 
this morning, in advocating the establishment of a national park in 
northeastern Minnesota. That we are opposed to, and unalterably 
so. The National Monument at Grand Portage is an established fact 
and should be completed. A national park, we want nothing to do 
with. I hope I make myself clear. 

Now, some of the favorable factors. 
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Chairman McCarruy. We like to have facts that have some effect 
upon employment to keep it within the purpose of this hearing, but 
I understand your position. 

Mr. Krrroor. Now, the favorable factors: 


FAVORABLE FACTORS 


Murmurs are currently circulating as to the possibility of maintain- 
ing open water in the ice-choked areas of the Great Lakes on a 12- 
month basis. This now seems financially unsound but might well 
come into the picture in the foreseeable future. 

The mining interests during the past decade have made marked 
progress in an endeavor to so correlate their maintenance work and 
stripping operations and stockpiling programs to result in the employ- 
ment of an ever-increasing percentage of their men on an annual basis. 
This is particularly true of the new taconite operations. That industry 
should Ss sincerely commended for their efforts along this line. The 
railroads have also cooperated on this same program. 

The recreational industry is seriously and successfully endeavoring 
to enlarge its own season by advocating spring and fall travel and the 
direct entry into the winter sport business. Both programs are making 
excellent progress and tend to point toward a corrective influence on 
their present seasonal status. The future of this industry is particu- 
larly bright in our area for the following reasons : 

(1) The circle trip around Lake Superior will be officially opened 
for public usage on September 16, 1960. It will all be black-topped. 
The Lake Superior International Highway Association has n 
formed to advocate the beauties of this trip to the traveling public. 

(2) A new bridge is now completed and in use at the Straits of 
Mackinac. 

(3) A new bridge at the Soo is entering its planning stage. 

(4) Interstate Bridge at Duluth-Superior now under construction. 

(5) New double highway to Two Harbors, Minn., is now in progress. 

(6) The new bridge and crossing at Pigeon River will open in 
1961. 

(7) Winter sports heavily on the increase throughout the entire 
North Shore area. 

(8) Modernization program throughout the area is increasing fa- 
vorable facilities to the public. 

(9) This current year, 1959, has been the best recreational year to 
date in the North Shore area. 

The timber industry of northeastern Minnesota is now on a very 
firm foundation. The day of the “Quicky” and the “Jippo” is almost 
a thing of the past. The vast majority of the operators of this in- 
dustry are now substantial and public-spirited men who are making 
broad plans for the future avoertli and development of their activities. 
An initial start has been made on a program for utilization of sec- 
ondary valued woods and the success of this could well bring about 
a decided upturn in the overall picture for the future enlargement. of 
this industry. 

The apparent success of the current program of lamprey control 
by the Fish and Wild Life Service can be a most important factor 
in the return of the commercial fishing industry to its former im- 
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portance. The stalwart Norwegian elements who insist on securing 
their livelihood from the water would continue to be a steadying in- 
fluence on this area with the return of the lake trout to their nets 
to supplement the run of herring that they are now dependent on. 

Thesummary: 

The seaway has proven, in its first year, that it will be a tremendous 
asset to the entire area. 

The mining industry, with the firm introduction of the taconite 
plants, has a permanent future here as the base of our economic 
welfare. 

The recreational industry is showing an amazing growth and has 
almost an unlimited future in this region. 

The timber industry is now on a very firm foundation and will 
display a consistent and steady growth in the years ahead. 

Ounviaecial fishing is now at its lowest ebb and will gradually come 
back into the picture in importance. 

All factors point toward a solid and substantial betterment ahead. 

Based on this, we claim that northeastern Minnesota is not and 
cannot be classified as a distressed area. 


RECOMMENDATIONS 


We have some recommendations to submit : 

(1) Private industry should be encouraged and invited to come 
in to construct and operate a new insulation-board plant at or near 
Two Harbors, Minn. This plant should be geared to the use of 
poplar (aspen) for its raw material. Winter cutting in the woods 
and the pulp trucking to the plant could largely offset the seasonal 
layoff of men in that area from the railroad and docks. <A steady 

ayroll from such a plant would favorably affect the entire area. 
here is an overabundance of poplar throughout this whole region. 

(2) The timber industry must put on a concerted effort or drive 
to popularize the use of poplar for interior finishing work. Knotty 
pine formerly was a drug on the market until that industry made it a 
specialized item. The same could be done with poplar as it makes 
a beautiful interior wall finish and there are ample cuttable tracts 
of this species that are ready to be marketed for that purpose. 

(3) There must be a continuation and an ultimate complete suc- 
cess to the program to eliminate the lamprey from the Great Lakes. 


NEW NAME FOR HERRING 


(4) A new name should be found and seriously promoted for the 
fish now known as herring. The common and popular usage of the 
phrases “herring choker” and “red herring” have automatically placed 
this fish in a lower bracket and hurt its marketability. Blue fin was 
tried as a new name but not accepted by the public. A wider market 
and larger consumption and demand for this fish would assure a 
successful future for the commercial fishing in this area. 

If I might bypass for just a second, Mr. Chairman, I suggest that 
if you or someone of your staff could produce and introduce and pro- 
mote such a name you would be assured of the entire Norwegian vote 
of Minnesota. 
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I do not mention that to the Congressman, because I don’t think he 
needs it. [Laughter. ] 

(5) Surveillance should be maintained on the need for a protective 
tariff on pulp and pulp products from foreign markets now that the 
seaway is open to deep-water boats. Our area does not fear nor worry 
about such imports from Canadian sources, where the standard of liv- 
ing is comparable to our own, but Northern European wages are such 
that there is a danger that such items could be brought into this area 
now by boat at a cheaper cost than if produced here at home. 

(6) There should be an enlarged program of rough fish removal and 
restocking of game fish in the inland lakes by the State Conservation 
Department to maintain and improve fishing activities for the benefit 
of the visiting sportsmen who come into this area. 

(7) There should be an increase in the liberation program of the 
State and Federal Forestry Services in the woods and an increase in 
the plantings of seedlings for current and future forestry growth. 

(8) There should be a combined effort on the part of all interested 
parties involved in the program to cultivate and enlarge the winter 
sport business in the area and to advocate travel by tourists into this 
region on an all-year basis. This, together with more stress being 
made on the current modernization move, would materially aid in the 
recreational industry growth. 

(9) The State of Minnesota should immediately withdraw from 
active and deliberate competition with private interests in its opera- 
tion of the refectory at Gooseberry State Park in the sale of commer- 
cial novelties and sundries at that location. This building should be 
leased out by the State to private interests and operated by such. The 
continued operation of such a unit by the State, along with even a 
possible enlargement of such a program by the State, is extremely 
harmful to the advancement or improvement of the North Shore area. 
Thank you. 

Chairman McCarruy. Thank you, Mr. Kerfoot. We appreciate 
these very practical recommendations that you are making here today. 
I might comment that your organization, and the other organizations, 
have given much thoughtful attention to the very particular and spe- 
cific problems that face the North Shore area. 

I'll take your recommendation regarding the herring under advise- 
ment. I would not want the red herring identified with me but we 
might, for the herring to become popular, call it “McCarthy herring” 
and encourage the consumption of it here in Minnesota. Both might 
have some advantage. 

Congressman Blatnik, do you have any comments? 

Congressman Biatnik. Just this, Mr. Chairman: The witness here, 
Mr. Kerfoot, knows the North Shore area and the wilderness area. 
He has lived there most of his life. He’s built up—he and his wife—a 
very fine tourist business through personal hard work and manage- 
ment over the years; so by direct personal experience, not only by his 
own business in that area but years of very active participation in 
many civic organizations and associations along the North Shore area, 
he knows the problem. In behalf of your association, Mr. Kerfoot, 
you carry back the message—first, we appreciate your excellent state- 
ment. Some of it pertains to State responsibility, local functions, 
which we assume are part of an overall interwoven, joint effort, which 
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we hope will come about in this area. We appreciate your testimony 
which you submitted before us here, and let me assure you that we will 
assist you in every way we possibly can. 

Chairman Miclienenr: May I say that we do, in the report that we 
publish, intend to give due credit to private efforts and to the efforts 
of local groups to meet this problem. The testimony which we have 
received, is a clear indication that you have made that kind of effort. 
Thank you very much. 

The hearing will be resumed at 2 o’clock this afternoon. 

(The hearing adjourned at 12:10 p.m.) 


AFTERNOON SESSION 


(The hearing reconvened at 2:05 p.m.) 
Chairman McCarrny. The first witness scheduled for this after- 


noon is Hon. Gaylord Nelson, Governor of Wisconsin. Governor 
Nelson. 


STATEMENT OF HON. GAYLORD NELSON, GOVERNOR OF WISCONSIN 


Governor Netson. Senator McCarthy, Congressman Blatnik; first, 
we certainly in Wisconsin appreciate the opportunity to appear before 
the Senate Special Committee on Unemployment Problems. We have 
confidence in the future potential, present potential in northern Wis- 
consin, and we’re happy to have an opportunity to discuss some of 
these problems with you. We have done some things; attempting to 
do some things with taconite, with our forests and with our recreation 
industry, so I want to express my appreciation to the committee and 
its distinguished chairman for giving me the opportunity to testify 
on the pressing need for a vigorous attack on the problems of 
unemployment. 

We in Wisconsin are greatly concerned about the fullest develop- 
ment of our resources. Our most precious resource has been and 
always will be our human resources. There is no greater economic 
and social waste of our resources than that posed by the picture of 
people ready and willing to work and unable to find continuing 
employment. 

I don’t have my copy but there is—I’ll give you this which repre- 
sents the employment picture, for example, in detail over a period of 
time in Douglas County, which involves Superior, the county across 
from here. 

There is a difference of opinion as to how we are going to alleviate 
our unemployment problem has been characterized by some as a fight 
between proponents of Federal action on the one side and local initi- 
ative on the other. We in Wisconsin are strong believers in local 
government and local initiative, to the extent that it is useful and 
creative in solving our problems. However, this does not preclude 
us from envisioning assistance from the Federal Government in meet- 
ing this problem. Assistance in those areas of depressed income is of 
national concern, in our opinion, as well as of local concern. 

Programs to assist economic areas which are distressed because of 
excessive unemployment would not constitute a new area of Federal 
activity. Both major political parties incorporated in their respec- 
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tive 1956 platforms, planks calling for Federal legislation to aid eco- 
nomically distressed areas. 


STATE PROGRAMS 


I’d like to recite some of the programs our State has underway to 
enable our depressed income areas to become more self-sufficient. I’d 
like to do that to let you know before, the efforts that we are attempt- 
ing to make as a State to tackle the problems with which your com- 
mittee is concerned, and to demonstrate some of the facilities and 
activities with which we think we would be able to cooperate with 
the Federal Government in handling this problem. 

We established, in the past legislative session, a department of 
resource development. This department, with its divisions of indus- 
trial development, planning, and recreation and tourist promotion, is 
the most important weapon that we have to combat unemployment 
because its main job is the provision of employment opportunities. 
Just recently this department established a full-time division in north- 
ern Wisconsin. This area was classified in March 1959 as a labor- 
surplus area and low-income and low-level-of-living area under the 
definition of the U.S. Departments of Labor and Agriculture. 

So, in recognition of the special problems in northern Wisconsin, 
we established a branch; and just in the past month, hired a full-time 
director to work with us on the problem of resource development in 
northern Wisconsin, and that mainly involves the 17 northern coun- 
ties in Wisconsin. 

The Wisconsin Industrial Commission, through its employment 
service and the unemployment compensation divisions, is perhaps 
more specifically involved in the unemployment situation than any 
other divisions of State government. A résumé of some of their 
current operations and problems may be of interest to the committee. 

On July 20, 1959, the employment service established an experi- 
mental office in Phillips, Price County, as an experiment in rural 
redevelopment. That county is in northern Wisconsin. Wisconsin 
is one of the four States cooperating with the Department of Labor 
in a pilot program to determine what assistance can be given to rural 
low-income areas in economic self-improvement. The employment 
service has been granted funds, in a limited amount, for this office. 
be these funds have been used, it will be necessary to close the 
office. 

Both the U.S. Department of Labor and the U.S. Department of 
Agriculture are cooperating in this program. At both the State and 
local levels, the employment service is working very closely with the 
agricultural extension service of the College of Agriculture of the 
University of Wisconsin, and the Price County agricultural agent’s 
office. In addition, the Price County Resource Development Commit- 
tee is sponsoring this program. 

The specific objectives of conducting this program are as follows: 

(1) To develop methods for more effectively providing basic em- 
ployment services to rural low-income and smaller labor surplus areas; 

(2) To determine current and potential manpower resources of the 
area ; 

(3) To assist in evaluating the overall economic resources of the 
area; 
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(4) To conduct intensive job solicitation campaigns within and 
outside the areas and to disseminate information on available job 
opportunities ; and 

(5) To assist in the development of a program for economic adjust- 
ment of the community. 

Residents of Price County are being encouraged to register for work 
and to be counseled and tested so as to determine their real as well as 
their potential skills. After all workers who are interested are regis- 
tered, a manpower profile will be made. This profile will be of value 
to local development groups in planning expanding job opportuni- 
ties either with existing industry or in attracting new industry. 


PROBLEMS OF OLDER WORKER 


One of our most crucial problems involves the employment for the 
so-called older worker. Many of our citizens have difficulty in secur- 
ing a job after the age of 40 and of remaining in employment beyond 
65. There are two aspects to the employment problem of mature 
workers; namely, the age restrictions imposed by the employer in 
hiring workers, particularly after 40, and the establishment of an 
arbitrary retirement age which fails to utilize the abilities of hale and 
hearty workers beyond the age of 65. A law was passed in the last 
session of the Wisconsin State Legislature which prohibits age dis- 
crimination against properly qualified applicants for employment. 
This law is administered by the fair employment practices division of 
the industrial commission and it is believed that it will prove beneficial 
in focusing employers’ attention on the situation. Many progressive 
firms in the State have amended or are currently giving consideration 
to changing their retirement plans, in recognition of the increased 
lifespan since the turn of the century and the improvement in the 
ae capacities of older citizens. 

lans are underway for holding a Governor’s conference on the 
aging and it is anticipated that this conference will prove beneficial 
to both workers and employers. The Bureau of Employment Security, 
U.S. Department of Labor, has made available to the employment 
service a small appropriation for an older worker program. Such 
funds are woefully inadequate to meet the needs of older workers in 
all areas of the State. 

Some years ago, Sumner Slichter suggested that employers be given 
a rebate on their OASI tax if they employ people over 65. This would 
give employers an economic incentive to take on older workers. I’ve 
not made up my own mind about the qualitative merits of the proposal, 
but I think it might deserve an exploration by the committee. 

Also Federal contracts have extensive requirements on nondiscrimi- 
nation for race, color, and so forth. It would seem that the question 
of age might be added as a proscribed form of discrimination. 


VOCATIONAL GUIDANCE 


For a period of years, the employment service has conducted a 
cooperative program with the high schools of Wisconsin to assist 
graduating seniors to obtain employment which utilizes their highest 
abilities. We feel that the State has a legal and moral obligation to 
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promote the vocational adjustment of young people. Every effort 
is made to identify and develop the maximum potential abilities of 
each young worker, not only for the welfare of the individual but 
also for the benefit of the community and the Nation. Each spring 
the employment service engages in an intensive campaign to locate 
suitable jobs for graduating seniors. Frequently the school, civic 
clubs, and other community groups, join the employment service in 
this effort to provide job opportunities for those who have been edu- 
cated by the community. During the past year, the employment serv- 
ice was able to serve the graduates of about 57 percent of the high 
schools of the State. About 66 percent of the senior enrollment was 
represented by these schools. Thus, over 30 percent of the high 
schools, with about 15,000 graduates, were unable to obtain com- 
petent counseling services before embarking on a life career. Most 
of these schools are in the rural areas where job opportunities are 
limited. More adequate appropriations by Congress would enable the 
employment service to counsel this group of young people and expose 
them to job opportunities in areas where jobs exist. 

For many years there has been in existence a Governor’s committee 
on the employment of the physically handicapped, members of which 
have been active in job promotion. Both the employment service and 
the State board of vocational and adult education, through its re- 
habilitation division, are actively identified in this program. Here, 
again, if additional funds could be made available at both national 
and State levels, I feel a great deal more could be accomplished in re- 
ducing the unemployment among our handicapped citizens. 

We have, in Wisconsin, areas of high employment and areas of 
underemployment. Although recruitment procedures are used by the 
employment service to expose workers in surplus areas, workers many 
times are unable to accept job offers because they lack the money to 
move. The solution to such a problem is one which merits considera- 
tion also. 

The State is vitally interested in developing the industrial potential 
through its division of industrial and port development. This di- 
vision has the fullest cooperation of all departments of the State gov- 
ernment. The 26 district employment offices actively participate in 
the plans of all local industrial development organizations in their re- 
spective areas. Community basic statements and labor market letters, 
together with wage and other information, are supplied to such 
local groups and chambers of commerce to supplement their activities 
in promoting economic development. 


SUBSTANTIAL LABOR SURPLUS 


We have two areas in the State which have a substantial labor sur- 
plus—there are several others with labor surpluses also—La Crosse 
and Superior. The closing of an automotive products plant has only 
temporarily, I hope, placed La Crosse in this category. 

The Superior area, over a period of years, has been characterized 
as an area of substantial labor surplus, with unemployment running 
from slightly under 6 to 11 percent of the labor force. Currently, I 
believe the unemployment ratio is 8 percent, and on the separate 
sheet that I gave you we list for the years 1956, 1957, 1958, and 1959 
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the labor force, the unemployment, the percent of unemployment, and 
as of September 1959 it was 8 percent in Douglas County—the major 
portion of the population of which is in Superior—and it has been 
as high as 10 percent. I need not go through those statistics which 
you have with you. 

As to Wisconsin’s unemployment compensation program, it played 
an important role in preventing hardship and in supporting the 
State’s economy in 1958-59, and has been substantially improved this 
year by permanent amendments. 

In calendar 1958 the jobless benefits paid under State law reached 
a record total of $66,500,000. In fiscal 1958-59 the State’s system of 
temporary emergency benefits paid nearly $11,900,000 to 41,358 job- 
less individuals who had exhausted their normal rights, mainly be- 
cause of the recession. As was true in four other States, Wisconsin 
financed those extended benefits directly from its a 
reserve fund, which was at that time somewhere in the neighborhood 
of $250 million. 

The permanent improvements enacted in 1959 have extended Wis- 
consin’s maximum normal jobless benefit duration from 2614 weeks 
to a new top of 34 weeks. That change now provides a longer benefit 
protection for the State’s steadier workers, whether their layoffs 
resulted from automation or from recession, either local or national. 

Starting in January 1960, the law’s top weekly benefit rate will be 
adjusted every 6 months, in line with changing wage levels, to be 
about 5214 percent of the State’s average wage for covered work. 
When that escalator provision takes effect, Wisconsin’s maximum 
benefit entitlement will exceed $1,500. I think that the consideration 
in Congress of setting some minimum on unemployment compensation 
is worthy of consideration. Of course, it has been under considera- 
tion at this congress. 

As the attached table shows, six States are now using some oe of 
escalator to keep their weekly maximum benefit up to date. We hope 
that many other States will consider and adopt that approach within 
the next few years. 

This is what we are doing at the State level to meet the critical 
problem of unemployment. I believe that meeting the problem of 
localized unemployment coincides with the national interest. In this 
regard, I believe Senate bill 722, introduced last session by Senator 
Douglas, is a giant stride toward answering the problem. 


AREA REDEVELOPMENT 


Senate bill 722, an area development approach, is aimed at the most 
stubborn type of unemployment—that associated with permanently 
distressed economic regions. The area development idea tackles the 
unemployment problem as a collection of local problems, which, in 
our view, is exactly what it is. While treatment of cyclical or reces- 
sion unemployment problems by the Federal Government is desirable 
and proper, the continuing problem of underemployment in depressed 
areas should be given more attention, it seems to me, than it has been 
given in the past. 

This committee is specifically interested in unemployment. Three 
of our Wisconsin areas fall at present in that category: La Crosse, 
Superior, and Iron Counties. I am sure, however, that you are equally 
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as interested in the underemployed areas as defined in both Senate 
bill 722 and the Department of Agriculture’s low income and _ level 
of living areas definition. Sixteen of our northern counties fall into 
that category at the present time. They are: Ashland, Bayfield, Bur- 
nett, Dou las, Florence, Forest, Iron, Langlade, Lincoln, Oneida, 
Price, Rusk, Sawyer, Taylor, Vilas, and Washburn Counties. 

While I favor the entire Douglas bill (Senate bill 722), I would 
specifically like to reiterate my endorsement of that section of the bill 
which discourages exependitures to bring in so-called runaway shops 
to rural areas where union organization is relatively weak. Wiscon- 
sin would like to restate its position that it does not want to profit at 
the expense of other areas or to promote low employment standards 
by this means. 

Wisconsin’s northern population (17 county area) has d«clined in 
the past 20 years while the rest of the State has gained. The popula- 
tion of these northern counties was 312,325 in 1940; 295,626 in 1950, 
and is estimated to be approximatley 270,000 in 1960. This isa loss of 
13.9 percent in the last 20 years. 

From 1929 to 1954 the average number of production workers per 
year in our northern counties has decreased by 15 percent—the State 
as a whole shows a 26 percent gain. 

I believe our purpose should be to develop the natural potential of 
our distressed areas. In Superior, we should want to promote those 
activities connected with the port which can be stimulated as a result 
of the opening of the seaway. Furthermore, stimulate the develop- 
ment of some industrial production, which is very low in the Superior 
area. In the rural counties in northern Wisconsin, we feel these op- 
portunities are in recreation, forestry, and whatever other industries 
should be encourage as part of an intelligent program to develop 
existing potentials. Here the Federal Government can aid the State 
and its distressed areas by promoting research which will aid in devel- 
oping our resources and in aiding our citizens to know what oppor- 
tunities exist, or have come into being as a result of the research, to 
exploit these resources. 

It is going to take some real study and hard work to find ways by 
which our labor surplus areas and our low income and level of living 
areas can be made as dynamic as that of the rest of the State of Wis- 
consin. Every possible State and Federal facility should be made 
available for that purpose. 

I think one of the distressing things about some of these areas is that 
there is a substantial potential in northern Wisconsin for increasing 
ere and income which has not been utilized; and in the past, 

think in part due to a lack of coordinated effort and leadership by 
the State of Wisconsin. There are some things that the State can’t 
do because of the lack of some substantial assistance such as through 
the Douglas bill, Senator Douglas’ bill, which would have assisted 
developing this area which, in the long pull, would be beneficial both 
to the State of Wisconsin and to the United States. 

I have appended some statistics to this report, which I can’t go 
through with you. I want to thank you very much for the oppor- 
tunity to appear. 

(The material referred to is as follows:) 


47557—60—pt. 4-8 
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TaBLE IV. \Population, northern Wisconsin, 1940-57 





Ashland__ 


8, 200 
20, 900 
23, 000 
36, 000 
20, 400 
11, 600 
15, 600 
10, 000 
17, 600 

8, 300 
12, 500 





Source: U.S. Bureau of Census; University of Wisconsin bulletin on population changes—D. Marshall. 


TaBLeE V. Manufacturing empolyment, northern Wisconsin, 1929-54 


County 1954 


Ashland 
Bayfield... 
Burnett... 


113, 513 


1 A loss of 15 percent. 
Source: Census of Manufacturing. 


Taste VI. Labor force summary for years and selected months indicated, 
Superior, Wis. 





1956 1957 1958 1959 


January: 
1. Labor force 19, 035 18, 530 
2. Unemployment 2, 360 2, 435 
(a) Percent of unemployment ; A 13.1 
3. Employment, total 16, 095 
(a) Nonagricultural wage and salary workers... f 11, 405 
Manufacturing J 1, 350 
Nonmanufacturing. 5 10, 055 
Transportation , 505 2, 705 
(6) All other 4, 690 
September: 
1. Labor force. 7 18, 185 
2. Unemployment 880 1, 470 
(a) Percent of unemployment. E 
3. Employment, total 
(a) Nonagricultural wage and salary workers_.- 
Manufacturing 
Nonmanufacturing. 
Transportation 
(6) All other 
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Chairman McCartuy. Thank you very much, Governor, for coming 
here to testify. The committee has a very comprehensive report on the 
programs which have been put into effect in Wisconsin in an effort to 
solve the problems of unemployment and of underemployment. 

Congressman Blatnik, do you wish to comment? 

Congressman Biatnix. Nothing, Mr. Chairman, except to acknowl- 
edge a very comprehensive report. We appreciate it. We welcome 
the Governor to our great head of the lakes area in northeastern 
Minnesota. 

Chairman McCartuy. Thank you very much. 

Congressman Brarnrk. Off the record. 

(Discussion off the record.) 

Chairman McCartuy. The next witness scheduled is Mr. Earl 
Bester; is Mr. Bester here? 7 

Glenn Peterson will testify for the United Steelworkers, District 
No. 33. Mr. Peterson. 


STATEMENT OF GLENN PETERSON, UNITED STEELWORKERS, 
DISTRICT NO. 33 


Mr. Peterson. Mr. Chairman, unfortunately I did not have the time 
to put down what I have to say, in typewritten form. However, if it 
is the wish of the committee, I will do so at a later date 

Chairman McCartuy. If you are satisfied with the work the re- 
porter does on your testimony, that will be satisfactory; but if you 
wish to supplement it, you may do so. I might announce to other 
people who have testified that the transcript will be available for any- 
one —_ wishes to examine if after we finish the hearing. You may 
proceed. 

Mr. Guenn Peterson. Mr. Chairman, I have read the report which 
was handed to this committee by Andrew J. Biemiller, director of the 
department on legislation for the AFL-CIO on October 6, I believe, 
1959; and, of course, there he reiterated basically what our organiza- 
tion, namely, the AFL-CIO, thought of the unemployment situation 
nationwide. Therefore, I’m not going to make it repetitious or go into 
that because that is already on the record. 


TECHNOLOGICAL CHANGE 


Now, I want to deal primarly with two traits in this area, the trend 
of automation, or you might call it technological changes in this area, 
and also the steel industry. I understand that Mr. Bannister is going 
to testify this afternoon and I will assume he’ll deal primarily within 
this area other than steel. I’m going to base most of what I have to 
say this afternoon on the unemployment problem specifically in the 
steel industry. I might substantiate some of the statements made, on 
a local basis, by Mr. Biemiller. 

Now, in the city of Duluth, we have the American Steel & Wire Co. 
It’s a steel plant. It is, of course, the largest industry that we have in 
the city of Duluth. I think I have some outstanding revelations here 
in regard to employment in that particular plant. I want to go back 
to 1920. In 1920, the American Steel & Wire Co. had two shifts of 12 
hours each, instead of the three shifts that we now have. In 1920, there 
were approximately 6,000 employees at this plant We want to point 
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out that in 1920, they did not have a rod mill, they did not have a wire 


mill, or a wire-mesh mill that we now have in the plant At that time, 
in 1920, we had nine open-hearth furnaces with an 80-ton capacity, 
and the tapping time was from 17 to 20 hours 

Compare that with 1959 as an example to show the complete gap in 
between. Presently our peak employment is somewhat near 2,800 or, 
at the very outmost, 3,000. That is peak production. This is on a 
three-shift basis. Now, the rod mill, the wire mill, the mesh mill has 
800 additional employees which is not compromising the old plant of 
1920. Today we have a furnace of 140 tons. That tapping time is 
between 7 and 8 hours. 

What has happened exactly is this, that from 1920 to 1959, we find 
that there were less than half the number of employees; we are pro- 
ducing almost three times the production of finished product steel. 

We also have in the city of Duluth a cement plant, called the Uni- 
versal Atlas Cement Co.; it is a subsidiary of United States Steel. I 
don’t have the figures of 1920. I didn’t have the time to gather them 
but, however, in 1949—and these are approximate figures—we had 
325 employees. In 1958, it went down to 210 employees. In 1959, 
we had 71 less employees than 210 employees, and we broke an all 
time record of production at the Universal Atlas Cement plant. So 
that indicates there again that we are down to even more than half, 
less than half, of the number of employees producing cement. 


FOREIGN COMPETITION 


Now, I know that there may be a question, and I know that it has 
been brought up before by others in testimony of this committee, on 
the question of foreign competition ; and I think we ought to be heard 
at least on this issue. We know that there is approximately a 50 per- 
cent importation to the United States of barb wire, wire nails, and 
similar products principally from Belgium. I know that there have 
been some rumors to the extent that competitivewise, we’re not in a 
position to compete with Belgium in the question of these commodities. 

I want to point out some figures to you that this is not so at all. 
Now, I have the labor costs as a percentage point of sales. In Amer- 
ica in the steel industry, it is 36.3 percent. In Belgium it is 36.2 per- 
cent. In other words, the percentage cost per sales for labor only 
amounts to one-tenth of 1 percent; so, obviously, so far as Belgium is 
concerned, it isn’t the labor cost that makes Belgium competitive with 
the United States. As a matter of fact, we studied this matter some- 
what further than that and we found that we shipped to Belgium con- 
siderably more finished products in steel, and I believe it’s approxi- 
mately a 10-to-1 ratio than what they shipped to this country; that the 
a of barbed wire and nails is elevated sufficiently high by price 

xing in the steel industry to permit Belgium to ship their wire and 
nails to this country, so obviously the Government could not under 
those circumstances, nor would they want to, either have an embargo 
or a tariff on these commodities. 


There are other things in the total cost. I think basically in the 
steel industry it concerns us a great deal, now, to be in the record. 
That is the total cost, of not only Jabor but the advantages we have 
here in the United States on materials. I picked one country as an 
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example: Great Britain. Now, the labor cost in Great Britain is 21.8 

ercent. That is the labor cost in Great Britain. In the United 
iinlen, as I said before, it was 36.3 percent. However, the material 
cost in Great Britain is 54.6 percent; whereas, the material cost in the 
United States is 39.3 percent. Thus, we have a 76.4 and 75.6 ratio 
of benefit to the United States on labor and materials in Great 
Britain. 

In addition to this—and this applies to most foreign countries; I 
believe it applies practically to all of them—they have additional costs 
over and on what labor costs are. In America, when we say 36.3 
percent is labor cost, we include pensions, unemployment supple- 
mental benefits, our health insurance program as well. In Great 
Britain, the pension, and health and insurance program is voted by 
the Government, and paid by way of taxes, and is not included. So 
they have additional costs other than the actuai labor cost, as they 
give them to us. 

So, therefore, there isn’t any questionable doubt that, so far as com- 
petition is concerned, the United States has by far the greatest ad- 
vantage that any other country has in steel. 

In iron ore, we have somewhat of a different problem. Here, too, 
we have technological changes. I have been unable to get all the 
figures or have time to get all the figures; I might be able to supple- 
ment them. However, the fact is never well known that today we 
have bigger shovels, bigger trucks, larger equipment than we’ve had 
in the past. However, there is one thing that I think we ought to 
gage ourselves in iron ore. That is this, that when the steel companies 

roduce at about 90 percent of capacity, we have sufficient employees 
in iron ore to give them the iron ore at that 90 percent of capacity. 
Now, we know that if the general run of the steel industry was not on 
the up or down basis, that. it would run somewhere between 50 and 60 
percent of its capacity. That would be the normal consumption of 
steel here in the United States as it is now. This indicates quite 
clearly that this would be the average unemployment figure on the 
iron ore ranges in its comparison. 

We have another problem also in iron ore so much, that it is seasonal, 
primarily because of shipping. We have another problem and this is 
also the closing of one mine and the opening of another one. Now, 
this problem of closing the mine and opening a new mine is a problem 
that this union has tried to cope with on many occasions. One com- 
pany, for example, in our contract negotiations this year, we tried to 
alleviate that particular kind of a problem because, obviously, it’s not 
good that over here we have 200 employees in 1 mine, in which the 
mining is down, and over here 100 miles or 150 miles away they open 
another mine that employs 200 or 150 employees. 

Under circumstances, the union feels that between companies, or 
managing operators of companies, we ought to stabilize this employ- 
ment so we don’t take in other people into the area so long as we have 
this unemployment situation in the State of Minnesota and particu- 
larly on the iron range. So we say that seniority ought to travel from 
one mine to the other. One of the mining companies told me that we 
couldn’t do this because it would be too costly. 

Now, then, just recently after the employees returned to work under 
the Taft-Hartley law, we found 1 company that couldn’t get 400 em- 
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loyees to come back to work. The reason? They were not bona 
de employees of the Minnesota Iron Range. They were employees 
that were hired from other areas into the area—into the mining area 
of Minnesota. What would happen if there was a curtailment or a 
normal production, for instance, came along? We would find these 
400 employees taking the place of other employees in the mining area 
that would be similarly laid off or unemployed. Now, this is an area 
of a problem in the iron ore industry. 

Now, we talk about the remedies; some of them. There is no ques- 
tionable doubt that automation or technological changes throughout 
this Nation has created unemployment problems, and I think that 
was pretty well visualized this year when Senator Pat McNamara, 
Senate bill 462, in which he requested at least a 35-hour workweek, 
in amending the Fair Labor Standards Act. I think I have a letter 
from the chairman of this committee in which he agrees that maybe 
this might be a solution to our overall problem on unemployment. 

I think we have come to this position in this country the same as 
we did in 1930. In 1930, as you probably remember, so far as wages 
are concerned, they cut wages in this country during the thirties; and 
each time they cut wages, we created more unemployment. What was 
the end result in the solution? We finally had to enact a Fair Labor 
Standards Act of putting in a 40-hour workweek. And I think that 
we are today in perhaps the same position. The Government has got 
to act on a shorter workweek in this Nation; and I don’t think we 
should have to wait until such time that we have a total collapse of our 
economy. 

LAWS INADEQUATE 


In addition to that, we feel that the unemployment laws in the State 
of Minnesota, as a matter of fact, are inadequate. Our organization 
suggested that this law should be changed to 65 percent of the total 
wage earners, and that it should be for at least 52 weeks, or for a 
duration of 1 year. Now, the question arises: Would this be burden- 
some? Evidently it can’t be burdensome on anyone, because here we 
have a company who says, even though they now pay unemployment 
insurance and SUB benefits that normally guarantee 65 percent of 
employees’ wages for 1 ‘year; they have it now. They stil say that 
it’s cheaper; it must be cheaper to hire new employees in the new 
mine than to transfer these other employees from the other mine over 
to the new mine. 

EUROPEAN SOLUTION 


There is another problem and I think we have a solution for that 
too; and it isn’t a problem that just happened in this country, because 
it’s happened all over the world, and that is the relocation of the steel 
industry and mines. In foreign countries, for example, in Europe, 
in particular, they have a law there which they call “retaining pay 
and displacement costs.” In other words, if a coal mine or a mine 
closes down there, the employer must retrain this employee and pay 
the total cost to place him on a new job elsewhere, where that company 
is in operation. That’s the law in Europe today. It’s law there be- 
cause they have the same problems, identically as we now have on 
the Minnesota Iron Range. We have a problem of iron ore mining, 
as it was done before; we have a new taconite industry, and we feel 
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that somewhere down the line, some regulation has to be made to 
retrain and relocate our people with the changing of this industry. 

I know, when we talk about iron ore, once again, we’re going to 
have the statements made that here again we have competition—for- 
eign competition. I think we ought to point out for just a moment, 
what do we mean when we say “foreign competition in iron ore”? 
Who owns the iron ore mines that we say that we are in foreign com- 
petition with? They are owned by the same companies that are min- 
ing iron ore in the States of Minnesota, Michigan, and Wisconsin, the 
same companies; so it’s our own competition, principally, not foreign 
competition. Then you'll ask, How did you arrive at the price of iron 
ore? Well, it’s set at the mouth of the mine. Cleveland-Cliffs Lron 
Co., who has offices in Ishpeming, Mich., set the price of iron ore, as I 
am told, somewhat at $7.53 per ton for a certain percentage of iron 
ore. This same price of $7.53, ov whatever it is for a certain per- 
centage of ore, is also set for the iron ore from Venezuela into the 
United States. 

I have been told that the U.S. Government is now subsidizing the 
boats carrying that iron ore into the United States, so that it does 
somewhat become competitive for that reason. I think the U.S. 
Government has a duty to perform, particularly so in the iron ore 
areas. They have done it in other countries and I think they have got 
to do it here. 

Now, some of the statements that I have made here this afternoon 
can be substantiated by some facts. The question of the subsidizing of 
the boats to Venezuela was told to me; I do not know whether or not 
that is a true fact, but I think the Senate would have an opportunity 
to determine whether that is true or not, on the subsidies. I do know 
there are subsidies in boats, in some shipments, even here in the United 
States, as disclosed the other day. 

That will conclude my testimony and I would say this, that if your 
committee would like a transcript of what I have said here this after- 
noon, in a statement form, I’ll be glad to supply it. In addition to 
that, there are some statements that I have made here on the question 
of foreign costs, if it is necessary to supply additional data, I will also 
be able to supply that as well. 

Chairman tiem. We certainly give you permission to file a 
written report covering the material you presented. Any supplemental 
statistical data or other information you think would help present 
the full picture may also be included in the record, Mr. Peterson. 

Congressman Blatnik, do you have any comments at this point? 

Congressman Biatnik. I have no comment except that here’s a man 
who knows the iron ore industry, from the standpoint of the rank 
and file worker, literally from the ground down. I have known this 
man for almost 20 years, on the iron range, traveling from com- 
munity to community, dealing with employees of different mines, of 
different types of operation. This man has a firsthand grasp of expe- 
rience over his many years; so we appreciate your testimony. 

Chairman McCartny. I, too, appreciate your testimony, especially 
since your industry is one which has been affected by practically every 
force that is operative in the American economy: the problem of 
automation, competition of foreign sources, the general bearing of 
recessions or depressions, changes in the overall economy. We, there- 
fore, value your testimony particularly. Thank you very much. 
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I'd like at this point to insert the testimony of Mr. George Haber- 
man, president of the Wisconsin AFL-C1O. He was here this 
morning to testify but we were unable to include him in the morning 
schedule, and we ask that his testimony might follow the testimony of 
Mr. Peterson. 


STATEMENT BY GEORGE A. HABERMAN, PRESIDENT, WISCONSIN STaTE AFL-CIO, 
BEFORE THE SPECIAL SENATE COMMITTEE ON UNEMPLOYMENT PROBLEMS, 
Superior, WIS. 


The Wisconsin labor movement applauds the work of this Senate Committee 
on Unemployment Problems for attempting to get at the root of the chronic 
cycle of boom and bust which has been plaguing our economy in recent years. 

Wisconsin has been hard hit by unemployment. The last recession which hit 
harder and lasted longer, still has many lingering effects in this State. Here 
in the Duluth-Superior area, some of the worst unemployment in the Nation has 
persisted. In other parts of the State, the problem has been acute during the past 
2 years. 

A quick look at the government statistics shows that at the bottom of the 
recession in July 1958, four of the major five labor market areas in Wisconsin 
were classified as having a substantial labor surplus of more than 6 percent of 
the labor force. Milwaukee, Racine, and Kenosha, each experienced more than 
6 percent unemployment, while the Duluth-Superior area had unemployment of 
more than 9 percent of its labor force and was to stay in dire straits throughout 
most of 1958 and 1959. Only Madison, of the major labor market areas, escaped 
severe unemployment. 

Late in 1958, when the Department of Labor issued information on smaller 
labor market areas, it became clear that many of the smaller communities of 
Wisconsin were afflicted with serious unemployment as acute as that in larger 
cities already mentioned. 

In fact, only a year ago, six smaller areas surveyed by the Department of 
Labor were listed with a labor surplus of over 6 percent of the labor force. 
These areas were Beaver Dam, Beloit, La Crosse, Lake Geneva, Whitewater, 
Oshkosh, and Watertown. Two months later the Eau Claire-Chippewa Falls area 
was added to the list. Each of these areas stayed on the list of substantial labor 
surplus—a polite way of saying heavy unemployment—for lingering periods of 
time during the present year. 

Most economists would say that the worst of the recession is over as of this 
year. We supposedly hit bottom late in 1958, but the facts show that in Wis- 
consin we are only just now getting out of the woods and seeing the light of day. 

Wisconsin has a diversified economy. Unlike Michigan which depends heavily 
on the automobile industry, or Pennsylvania and West Virginia which are de- 
pendent on coal mining and steel produtcion, Wisconsin’s economy is fairly 
evenly balanced. 

We recite these grim figures to show how Wisconsin communities have suffered 
during the past 2 years only to illustrate how the last recession had had lasting 
effects which ultimately hurt even the most evenly balanced economies. 

The work of this Senate Committee on Unemployment is important because 
the American people can no longer afford the luxury of a devastating recession 
of the dimensions of the 1958-59 decline, to paraphrase a statement by Allen 
Dulles, director of the Central Intelligence Agency. 


HUMAN SUFFERING 


We could relate here the tragic human suffering which every recession brings 
as its toll in human lives. We could tell you about the families which eke out 
a bare existence when the economy begins to falter, when jobs disappear, when 
factories close down, and when people lose all hope for the future. 

All of this is very important in any study of unemployment. The human cost 
of unemployment is reason enough to cope with this recurrent phenomena of our 
economy. 

Today, however, there is another strong reason why men of good will in gov- 
ernment and public life must grapple with this problem. This is the challenge 
of Soviet Russia. We cannot afford the luxury of a recession—not only because 
of the waste of manpower, but because of the waste and squandering of idle 
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productive capacities, lost opportunities to fashion out the goods and services 
which the free world needs. 

Anyone who has traveled in foreign lands which are underdeveloped knows 
of the crying need these nations have for the products of America’s productive 
machine. 

Here in Wisconsin thousands of men and women have been unemployed at a 
time when the whole world clamors for roads, for decent schools, for hospitals, 
and for the economic wherewithal to have a better life. 

There is a large untapped market at home, as well. Millions of Americans 
live in slums, their children go to overcrowded schools, and they have not begun 
to taste the good things of life which is too readily accepted by many of us. 

We will not belabor these points. Let us state that the American people 
simply cannot permit devastating periods of unemployment to reoccur. The 
free world cannot allow it. The American working people who suffer directly 
will no longer allow it. 

We come before this Senate committee convinced that the manpower, the 
machinery, and the needs of the free world can be mobilized within the frame- 
work of a free enterprise system to prevent long pericds of unemployment. 

Wisconsin’s share of the Nation’s unemployment, according to our best esti- 
mates, has resulted from several factors. In some cases were we the victims of 
the tailfin revolt, but we were also the beneficiaries. American Motors, with 
large operations in Kenosha and Milwaukee, managed to have smooth sailing 
with small, compact cars at a time when national auto sales were on the decline. 

The speedup in automotion made its influence felt in other sectors of the Wis- 
consin economy. Many workers were laid off in early 1958 and with 10 or more 
years of seniority never were called back to their jobs—even though their 
employers returned to normal levels of production. 

Some of our older plants, such as Simmons in Kenosha and Auto-Lite in La 
Crosse, closed down major operations in Wisconsin because of plant obsolesence, 
decentralization of production, and for other reasons. 

Throughout the recession and the buffeting Wisconsin workers have expe- 
rienced from some of these abrupt changes, the State of Wisconsin has had one 
tremendous asset which has helped to sustain us and help the Wisconsin econ- 
omy make a comback in some parts of the State. This asset, which will become 
increasingly important is Wisconsin’s great reservoir of skilled labor. 

This skilled labor is a great attraction to industry and it is a reason that 
Wisconsin has been able to ride out a recession without serious reverberations. 
Yet, once again, even with this great underpinning, the recession took its toll. 

The worst month of the past recession for Wisconsin as a whole was March 
1958 when 96,500 were unemployed, or 6.3 percent of the State’s labor force. 
The seasonally adjusted figures will show that this rate of Wisconsin unem- 
ployment continued throughout much of 1958. 

From our experience in counseling with local community trade union leaders 
who attempted to grapple with Wisconsin unemployment, the following facts 
seemed to be clear: 

1. Younger workers were harder hit than most. The national figures show 
that around 15 percent of the labor force under age 20 has been unemployed, 
and this is borne out by what has been occurring in Wisconsin. 

2. While Wisconsin unemployment insurance is higher than most States, even 
our unemployment compensation benefits are not enough to maintain unem- 
ployed families for sustained periods of unemployment. 

3. Unskilled workers are the hardest hit, regardless of age. The opportuni- 
ties for unskilled employment are scarce in a State like Wisconsin with diver- 
sified industries requiring a high degree of skill and semiskill. Vocational 
education opportunities are available, if they can be mobilized. 

4. Many older plants, such as Simmons and Auto-Lite already cited, make 
sudden plans for changes which create unemployment problems unrelated to 
economic cycles of boom and bust. But such problems are directly connected 
with the trend toward increasing automation in American industry and must 
be dealt with in the same manner. 

5. With additions to the labor force, largely because of population growth, 
economic opportunities must be developed at the risk of intensifying the unem- 
ployment problem. 

6. Wisconsin’s agricultural abundance must be available in periods of na- 
tional emergency. It is tragic that when 96,000 people are jobless and a major 
part of this group are economically destitute, that their children should go 
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without milk at the same time Wisconsin dairy farmers are accused of over- 
producing. 

We would like to turn now to what seem to us to be some of the causes of the 
recent recession in order to spare us of another tailspin like the 1958-59 decline: 

1. The sudden stretchout of defense spending came at a time when other 
nondefense industries were behaving cautiously. While Wisconsin does not 
have large concentration of defense or related production, we had enough to 
accelerate the recession by that much. When $1.2 billion in defense expendi- 
tures is cut suddenly without warning, people are thrown out of work, they 
halt their spending, and this acts as a trigger to curtail spending in other sectors 
of the economy. 

2. The Eisenhower administration’s tight-money policies have had disastrous 
effects on Wisconsin construction. The administration’s favorite indoor sport 
seems to be in denouncing “spenders,” but the consequences of their own tight- 
money, high-interest-rate policies have forced thousands of building tradesmen 
to be jobless for long periods of time. This waste of human manpower hurts 
the people who need jobs to sustain their families, and it is a foolish waste of 
our human resources. 

8. The Eisenhower administration has consistently opposed measures to assist 
the victims of unemployment. It is bad enough to foster policies which lead 
inevitably into an economic decline, but it is worse to stand by idly and oppose 
programs to help pull the Nation back together. 

We refer to the administration’s opposition to a surplus food program, opposi- 
tion to a $1.25-an-hour minimum wage law, opposition to a community facilities 
program, opposition to housing programs, opposition to depressed areas pro- 
grams, opposition to a Youth Conservation Corps and other conservation pro- 
grams, and opposition to any form of national planning which might head off 
another crippling recession of the dimensions of the last one. 


RECOM MENDATION 


We would now like to look briefly at some of the programs we believe would be 
of immeasurable help in maintaining a sound economic equilibrium with full 
employment and full production. We do not propose these programs as a cure-all 
or aS an economic panacea. We do believe that these will be far less costly to 
the free world than the nearly $50 billion lost for all time because we have not 
functioned at capacity levels in recent years. 

1. We favor a strong depressed areas program to provide comprehensive help 
to areas in which unemployment is a chronic problem. The State Depart- 
ment considers it good foreign policy to help underdeveloped areas to lift 
themselves up by their bootstraps. What is wrong with doing the same thing 
for places like Duluth-Superior and the cutover regions of northern Wisconsin? 

2. We support a community facilities program to provide Federal Government 
financing for public improvements needed because of rapid urban expansion. 

3. We favor a national $1,25 an hour minimum wage as a means of raising the 
living standards for millions of Americans, who will create new markets for the 
products of the American economy. 

4. We favor a program of distributing surplus food to the unemployed, the 
aged, and to schoolchildren. Agriculture Secretary Benson has shown utter dis- 
regard for people by scotching all proposals to make meat, dairy products, and 
other farm commodities available to the unemployed. 

5. Wisconsin’s unemployed fared much better, for a period of 31 weeks after 
layoff, than those in most States, due to its progressive unemployment compensa- 
tion program. Unfortunately, too many unemployed exhaust these benefits, 
due to lack of job opportunities. It would appear that some agency of Govern- 
ment should be able to establish emergency work reservoirs to which unemployed 
workers could be referred in accordance with their skills. 

6. We favor a Youth Conservation Corps along the lines proposed by Senator 
Hubert Humphrey of Minnesota, passed by the Senate this year and facing 
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Wouse action next year. This program would help conserve both natural and 
human resources. It would provide excellent employment opportunities for the 
age group of 16 to 20 which is often unskilled and has the highest rate of un- 
employment, 

7. We favor a comprehensive housing program aimed at providing decent 
middle-income housing at low rates of interest, public housing, slum clearance, 
and urban renewal. These programs will provide job opportunities for millions 
and help to gear up our economy. 

As a final and parting observation we would like to add these words: We 
do not believe for one moment that American workers enjoy idleness. Yet there 
are some serious opponents to the programs we have outlined here who charge 
that such programs of Government aid would make the American people slaves 
to the state. 

It is our conviction that the programs described here are a spur to our free- 
enterprise system. We can have a free, dynamic economy. There are times 
when it is vital that government as a partner to business, labor, and agriculture 
step in with help to accelerate the economy. 

A depressed ‘areas program would help develop small businesses, the bulwark 
of our American economic system. 

Community facilities program and a vastly increased housing program would 
provide jobs to millions of building tradesmen. 

American workers want jobs. They want jobs at decent rates of pay. They 
want to provide a happy life for their families. 


VOCATIONAL EDUCATION NEEDED 


Every student of economic trends seems agreed that the day of the unskilled 
worker is near an end. To survive in the modern economy, breadwinners must 
increasingly have some skill, however modest, to support their families. 

We have spoken earlier of the help that Wisconsin’s great program of voca- 
tional education has been in underpinning our State’s economy during a time of 
national and local crisis. 

During the recent recession a program of vocational education for unskilled 
workers was launched in Milwaukee as a cooperative enterprise of the public 
welfare department, the vocational school, and the Employment Service. 

A total of 162 people were interviewed as prospective trainees, while only 
62 completed a course of study. But a paper to be presented next month to 
the American Public Welfare Association in Washington, D.C., by Arthur Sil- 
verman of Milwaukee County’s Public Welfare Department shows that this 
pioneer program could be the start of something that will be increasingly use- 
ful in the years ahead. 

We are not here to debate the theories of business cycles. We are not here 
to recite the heartbreaking stories of human misery which come in the after- 
math of long periods of unemployment. 

We are here to say that the Wisconsin labor movement believes that national 
leadership, national imagination, and national initative is needed now so that 
we can be saved from another collapse from which we are only now barely 
emerging. 

This is not just a matter for the people who are jobless—important as they 
are. This is not just a matter for a hard-pressed community like Superior—im- 
portant as it is. This is a matter of national survival and world leadership. If 
we allow our economy to dip and dive, to falter, to slip—we are inviting trouble 
from our Communist enemies. 

We must and can demonstrate that the free and democratic way of life which 
we cherish as Americans can provide full employment and full production and 
economic opportunity for all people who seek work. 


(The following charts were included, with statement of George 


Haberman :) 
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Chairman McCarrny. I would like to have the statement of the 
Minnesota AFL-CIO included in the record at this point. 


STATEMENT OF THE MINNESOTA AFL-CIO FEpprATION oF LABOR TO THE U.S. 
SENATE SPECIAL COMMITTEE ON UNEMPLOYMENT PROBLEMS 


The Minnesota AFL-CIO Federation of Labor is extremely pleased that the 
U.S. Senate has seen fit to establish a Special Committee on Unemployment 
Problems. We can think of few domestic problems which are more pressing 
than the unemployment problem. 


DULUTH PROBLEM ACUTE 


This problem has been particularly acute in the Duluth and iron range area 
of this State for the past several years, which area has been so closely tied in 
with national economic recessions and the vagaries of the steel industry. 

To a substantial extent, we think the problem could be alleviated by a change 
in various current national policies. We strongly feel that interest rates should 
be reduced rather than increased. We believe in increased Federal support for 
school construction and highway building. We favor improved purchasing power 
through an increased minimum wage with extended coverage under our National 
Fair Labor Standards Act. We favor federally sponsored research with respect 
to the problems of automation and methods of providing employment to the 
unemployed workers who have lost their jobs as a result of labor-saving tech- 
niques. 

We strongly support a complete overhaul of our present unemployment com- 
pensation system. Unemployment compensation can be a strong defense in 
preventing economic downturns from turning into national disasters, providing 
it is established on a sound basis. Unfortunately, the various State laws are com- 
pletely inadequate in fulfilling the purposes for which they are intended, and 
the Minnesota law is one of the worst in the Nation, as we view it. Only a 
minority of employees are eligible for the pitifully inadequate maximum weekly 
benefit of $38. 

Only a minority of the employees are eligble to 26 weeks maximum duration 
of benefits. The average weekly payment in Minnesota in August of 1959 was 
$27.11, which was $2.63 below the national average. A weekly payment of $27.11 
at a time when average weekly earnings in manuacturing are $91.78 is, indeed, 
a tragic commentary of unemployment compensation benefits. 

Similarly, the average recipient was eligible for substantially less than 26 
weeks of benefits. In addition to these basic inadequacies, there are a number of 
deficiencies in our law with respect to eligibility and disqualifications. Suffice 
it to say that our law has steadily deteriorated from its condition at the time of 
passage, in terms of weekly benefits and other substantive provisions. 
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The Minnesota AFL-CIO Federation of Labor has, in every legislative ses- 
sion, attempted to make some improvement in the program in order that the 
unemployed worker and his family will be better protected, and in order that 
society and the economy in general will be better protected. Whenever we have 
made these attempts, we have immediately encountered the organized opposi- 
tion of employers. This has always been true, even though Minnesota employers 
have been favored with one of the lowest unemployment compensation tax rates 
in the country (for the past 10 years somewhat below 1 percent of taxable pay- 
roll, in contrast to the 2.7 percent that was effective when the unemployment 
compensation program was undertaken and in further contrast to the national 
average rate which has been 50 percent higher than Minnesota’s). As a result 
of the employer intense opposition to the benefit improvements in the last 
session, no improvement at all was achieved in Minnesota. Indeed, the em- 
ployer-sponsored bill would have actually reduced total benefits paid out, by 
eliminating thousands of presently covered workers from the program. 

The constant theme of the employers is that we must not increase benefits in 
the State of Minnesota because this will put Minnesota employers at a dis- 
advantage with employers in other States, and will tend to drive industry 
out of our State. The constant objective of the Minnesota employers is to keep 
the State unemployment compensation fund at as low a level as possible. In 
this manner, they can always say that we must not increase benefits because 
the size of the fund just will not tolerate any further increases. 


MINIMUM FEDERAL STANDARDS 


As a result of this experience in session after session, and as a result of 
similar experience in other States, State federations can only conclude that 
there must, as a minimum, be Federal standards which all States will be re- 
quired to observe. Only in this manner will the unemployment insurance pro- 
gram attain its proper objective. Every State will then be required to pay at 
least certain minimum weekly benefits, and for minimum duration periods. 
Similarly, the disqualification and eligibility provisions should be subject to 
minimum standards. In this way, the interstate competition to reduce un- 
employment compensation and to lower the economic status of the unfortunate 
unemployed worker will be eliminated. At the same time, the Federal stand- 
ards would permit sound distinctions based on State differences, inasmuch as 
the maximum weekly benefits could be and should be related to the wage levels 
obtaining in the various States, so that a high-wage State would have a higher 
weekly benefit than a low-wage State. 

We sincerely hope that this committee, and the U.S. Senate, and the Congress 
of the United States see fit to enact Federal standards legislation for our un- 
employment compensation system in its forthcoming session. 


Respectfully submitted. 
Minnesota AFL-CIO FEDERATION OF LABOR, 


R. A. OLson, President, 
Rosert E. Hess, Executive Vice President, 
Net C. SHERBURNE, Secretary-Treasurer. 
Chairman McCarrny. We have listed as the next witness, Mr. 
William MacConnachie, Forest Industries Information Committee. 


Mr. MacConnachie. 


STATEMENT OF WILLIAM M. MacCONNACHIE, JR., FOREST 
INDUSTRIES INFORMATION COMMITTEE 


Mr. MacConnacute. Senator McCarthy, Congressman Blatnik, my 
name is Bill MacConnachie. I am manager of lands and timber for 
the Northwest Paper Co., at Cloquet, Minn. Today I am appearing 
on behalf of the Minnesota Forest Industries Information Committee, 
of which I am currently chairman. 

Our purpose in appearing here is—just as our name implies—to 
supply any information which may be helpful. We don’t think that 
we are directly involved with the principal problem being discussed 
here today, but we do have many side effects. 
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We have a prepared statement which reports in some detail the 
status of our industry with particular reference to the growth in em- 
ployment. With your permission, I would like to insert that state- 
ment for the record and, in addition, make a brief oral statement. 

Chairman McCarruy. It will be inserted and your comments will 
follow. 

Mr. MacConnacuie. The timber industry and iron mining have 
complemented (that’s c-o-m-p-l-e-m-e-n-t-e-d) each other in northern 
Minnesota ever since the initial development of the area. 

The timber industry has usually depended upon seasonal help 
from miners who were experienced in the woods, and vice versa. 
In the period since World War II, however, the trend in both 
industries has been to stabilize employment by stretching out the 
operating year. This development has been successful to the point 
where the two industries have had to become practically independ- 
ent as far as labor supply is concerned. In fact, in our industry 
today you will find many employees who migrated here from Wis- 
consin and North Dakota. We believe, of course, the great expansion 
in both taconite and pulp and paper has made this necessary. 

Since World War II well over $100 million has been spent by the 
pulp and paper industry in modernization and expansion. Employ- 
ment in the mills has increased by 60 percent over the same period. 
Consumption of pulpwood by these mills has nearly doubled, but in 
the wont: production has not increased proportionally because of a 
fall off in exports to Wisconsin mills. 

It is our sincere belief that all of us in northern Minnesota need 
to pull together in overcoming the burdensome seasonal and geographic 
disadvantages which industries in this area have to cope with. 

Technological advances in the mills and mechanization of woods 
work (plus a seasonal exemption in the Fair Labor Standards Act) 
have all helped us in licking the first problem, that is, the seasonal 
problem, to some extent. But our high raw material costs and con- 
stantly rising transportation costs are not helping our competitive 
position in the Nation’s major market places. 

Plainly, we’ve got to realize that we’re a long way from the center 
of things and need every advantage and break we can get. 


FAIR PRICES AND TAX REVISION NEEDED 


In the particular case of the timber industry, this involves a return 
to fair and reasonable stumpage prices which are governed by the 
Federal, State, and county agencies that control three-quarters of the 
merchantable timber in northern Minnesota and reasonable forest-land 
taxes. In this connection, much credit should be given to the State 
legislature, which enacted the tree-growth tax law. This is a definite 
incentive to the practice of forestry. Overall, we need the enlightened 
support of public officials and private citizens alike in producing an 
economic climate in which industries can develop and prosper. 

Perhaps one immediately obvious manifestation of such a concern 
would be a drive to get more forest land back on the tax rolls. Not 
only would this encourage expansion of local industries and establish- 
ment of new ones as well, it would result in a better tax base for the 
entire area and State. 
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In spite of many good intentions, Congress has not helped this situa- 
tion ieee it appropriates hundreds of thousands of dollars for Federal 
acquisition of lands in northern Minnesota, thus removing them from 
the tax base. Nor will Congress be encouraging the expansion of the 
forest industry if it passes wilderness legislation which abandons the 
U.S. Forest Service principle of multiple use and instead locks up good 
forest land for the exclusive use by a minority group. I’m sure Con- 
gress does not realize the extent to which forest industries like ours 
already depend on such timber. 

These are some of our problems, but we feel we are making reason- 
able progress in solving them. 

In closing this brief oral statement, on a more promising note, I’d 
like to say that although our business has been hurt by the steel strike, 
and we have a primary responsibility to our loyal and steady pulp- 
wood suppliers, we do have a certain amount of flexibility in our wood- 
procurement program and, to the extent possible, we are placing pulp- 
wood orders in the range area. A few years ago, when the Red River 
Valley farmers suffered a crop failure, the timber industry was asked 
to help out with extraordinary purchases in that area. We did extend 
ourselves as best we could, but I’m not sure to what extent it’s possible 
again, but we’ll do what we can. 

Just as a matter of interest, the other day, looking over a list of new 
current contracts, I saw names like Palkovich, Tammaro, Bianchini, 
Maturi, which are all good range residents, and I think it indicates 
what I have said is already true about placing orders in that area. 

If there are any questions, Senator or Congressman, about the timber 
industry, the written statement goes into more detail about the number 
of employees. There’s been an increase in the number of 3,400 new 
employees, somewhat in contrast with some of the other statements 
that you’ve heard here today. 

, enna Buiatnrx. What area does that cover, the increase of 
400 

Mr. MacConnacute. State of Minnesota. 

Chairman McCarruy. Since when? 

Mr. MacConnacuir, That’s since 1945. Principally, that is only 
in the mills, however ; just the expansion of the pulp and paper indus- 
try pre but also new sawmills and expansion. 

Chairman McCartuy. We are glad to have your testimony which 
indicates your industry is the one we should look to to help solve 
some of the problems here in northern Minnesota. I don’t know 
whether your printed statement makes any reference to the questions 
of tariff and competition, especially from the paper produced in 
Canadian mills. I know that in the past there have been some pro- 
tests. Would you comment on the situation with regard to importa- 
tion and foreign competition ? 


CANADIAN COMPETITION NOT SERIOUS 


Mr. MacConnacuie. Well, at least at the present time, and as far 
as the Minnesota industries are concerned, the timber industries, the 
Canadian competition is not a serious factor. I think when you get, 
into newsprint, northeastern United States, New England, where 
they have the newsprint mills, and elsewhere, it may be more of a 
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factor ; but as far as Minnesota pulp and paper mills, which are prin- 
cipally concerned with fine papers, we are not hindered by Canadian 
competition. 
Chairman McCarruy. Thank you very much, Mr. MacConnachie. 
(The prepared statement of Mr. MacConnachie follows :) 


PREPARED STATEMENT OF W. M. MACCONNACHIE, JR., CHAIRMAN, MINNESOTA 
Forest INDUSTRIES INFORMATION COMMITTEE 


The forest products industry is one of Minnesota’s truly basic industries. For- 
tunately for northern Minnesota, it is a most promising growth industry. 

Each year the Forest Industries Information Committee publishe a chart en- 
titled, “Estimated Value of Forest Products Harvested in Minnesota.” This chart, 
which shows 11 types of forest products and 3 byproducts, has been published 
since 1944—the year after FIIC was organized. 

The value of forest products harvested in 1958 was $200 million or 214 times 
the 1944 figure. Virtually all phases of the industry have shown growth and 
expansion. ; 

For example, eight pulp and paper companies have spent in excess of $125 
million in modernization and expansion since World War II. The number of 
pulp and papermil] employees has increased by 60 percent during the same period 
and now totals 9,019. Consumption of pulpwood by these mills has almost 
doubled since World War II. 

This is quite a contrast with the picture presented in 1900 when there were 
two infant papermills. It shows what a dramatic comeback the forests have 
made, and the reason for now calling northern Minnesota the forested area 
rather than the cutover area. 

Much of this story revolves around aspen and jack pine—the so-called weed 
trees. These cinderallas of the forest, which have sprung up on much of the 
burned over forest land, were first used for pulpwood in 1924 following years of 
expensive research by mill chemists. The gain in the use of these species has 
been spectacular and last year aspen was the leading pulpwood species repre- 
senting 43 percent and jack pine 25 percent of the total pulpwood used. 

The forest products industry is unique in several respects: Its plants, mills, 
and producers are scattered throughout northern Minnesota and there is hardly 
a city, town, or hamlet which is not touched or affected by the industry; its 
businesses are generally varied and small when compared with other industries— 
there are many independent producers and processors of forest products; it sells 
its products nationwide and spends its revenue locally. 


Although the lumber, Christmas treets, matchwood, pole, post, 
piling, veneer wood, railroad ties, mining timber, and fuelwood seg- 
ments of the industry all are important in their sphere of operations, 
the major segment of the industry is comprised of the pulp and paper 
companies. The pulp, paper and board mills presently operating in 
Minnesota are located in the following cities and towns: Little Falls, 
Cloquet, Brainerd, International Falls, Grand Rapids, Sartell, Duluth, 
St. Paul, Minneapolis, and Bemidji. The products they manufacture 
are very diversified and include specialty and fine papers for printing, 
writing, mimeographing, wrapping, and converting (envelopes, cups, 
etc.) as well as packaging. In addition, some plants with pulpboard 
machines make structural board for exterior and interior use, insula- 
tion and sound deadening, cardboard boxes and packaging, upholster- 
ing and padding in industrial operation and automobiles, and for 
manufacture of consumer household products. 

_ The 3,400 new employees added by these mills since World War II 
is a significant achievement. Yet, because these industries are rela- 
tively scattered and their growth has been gradual, the public has not 
been fully aware of the gains. In view of the amount of secondary 
employment which is created by new jobs, it is obvious that this added 
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employment has contributed greatly to the economic health of the 
area and State. 

In 1956 the forest industries information committee made a study 
analyzing the growth of the pulp and paper industry in the past and 
also examining the prospects for growth in the future. Plans revealed 
by companies at that time indicated that in excess of $10 million 
annually would be spent for modernization and expansion for the next 
5 years. 

Despite a recession in 1957-58 the projected plans are on schedule. The pro- 
ductive capacity of the mills in Minnesota has been increased substantially. As 
business conditions improve throughout the Nation, this capacity will be utilized 
more fully. This will add greatly to the overall demand for pulpwood with 
resulting benefits to the entire area. 

Chairman McCartuy. We will hear next Mr. Dana Worrall, presi- 
dent, Timber Producers Association, in order to group together the 
timber and wood industry, and then we will hear the steel and mining 
industry. 

Mr. Dana Worratu (president, Timber Producers Association). 
I'd like to have Mr. John Hoene, our secretary, with your permission, 
sir, accompany me. 

Chairman McCartuy. Very well. 


STATEMENT OF DANA WORRALL, PRESIDENT, TIMBER PRODUCERS 
ASSOCIATION 


Mr. Worratt. My name is Dana Worrall, forester for Halvorson 
Trees Co. of Duluth, and partner in the Drew & Worrall Logging Co., 


Cotton, Minn. Currently, I am the president of the Timber Producers 
Association. We are pleased at the invitation to appear before your 
committee in behalf of our group. We are submitting a brief oral 
statement at this time and a written statement to supplement the oral. 

The Timber Producers Association was founded in 1937 through 
the joint efforts of many men in this industry, and has provided over 
22 years of service to the timber industry and to the State. Our 
membership includes 155 members, most of whom are small loggers 
and sawmill operators. Seventeen new members were added the past 
year. 

I don’t believe, with your permission, that I will continue to read 
this. Much of what is in here has been said by Mr. MacConnachie. 

Chairman McCartuy. That would be fine. 

Mr. Worratzt. When we have problems such as we have with un- 
employment, in our industry one of the biggest problems has been the 
loss of our shipments of wood to other States. 

I would like to give a little background of my personal reasons why 
this is happening. I think that probably one of the most important 
reasons, that is, from the foresters themselves. I’ma forester. Ihave 
not agreed with them in all things. For instance, Senator, 10 years 
ago in Minneapolis, at a meeting of the Society of American For- 
esters, we were told there how little timber was in Minnesota, how lit- 
tle we were going to have, and particularly in spruce. These reports 
were very discouraging. I think that any millowner or mill manager 
that read those reports and believe them would have hurried out of 
the State immediately to look for a new supply of timber, and probably 
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move his mill. Fortunately, these reports, which had been put out 
by our different departments of foresters, were erroneous. Today the 
same people that were making those sad-faced reports at that time 
regarding our northeastern Minnesota now are saying we have a sur- 
plus of timber. Now, Senator, you and I know that timber didn’t 
grow in the last 10 years. It was here and it was on its way. And 
that is one of the reasons that I think we lost our shipments to our 
neighbor States, like Wisconsin. For instance, one company, and I 
believe they were much influenced by these reports, moved out of here 
in the last few years, where they purchased 70,000 cords of wood within 
our State and shipped it to Wisconsin. They have replaced that 
wood with a lower grade of wood that they buy adjacent to their own 
mills in Wisconsin. I think probably it was good business for them, 
but we here in Minnesota hurried. 


ABUNDANCE OF TIMBER 


I think one of the worst things that we have here in Minnesota is 
that we’re continually talking about the distressed area or the cut-over 
area or the burned-over area; we’re slurring it. I started a one-man 
campaign about 10 years ago to change the name of this country from 
cut over and burned over to our forested area, and, Senator, it is well 
forested; and the new reports that are coming out, which are quite 
factual, by our forestry department, bear out what I have said all the 
time. We have lots of timber. 


USE OF LOW-GRADE TIMBER INCREASING 


Tt’s true that a real large amount of our timber is low grade such as 

ag but the mills have worked wonders in using this material. 

n fact, last year, 43 percent of all the pulpwood used in Minnesota 
was poplar, so that it shows that we are progressing rapidly. 

One other thing that is bothering us—there are two things—are 
high freight rates within the State of Minnesota and into Wisconsin 
and Michigan, and high stumpage rates. Now, I don’t know if your 
committee can do anything about either, but I believe that they should 
be able to. For instance, spruce will be sold up on the north shore for 
as much as $8 and $9 per cord. Certain Wisconsin mills are buying 
spruce in Colorado for $1.10 a cord and shipping it to Wisconsin at 
a lower freight rate than they would get from the north shore of 
Minnesota, although the distance is probably three times as great. 

Those are some of the obstacles that are contributing to the ills of 
our timber producers here in Minnesota. The local mills are using 
lots of timber. I think they’re buying in quite a fair manner by di- 
viding it up. In fact, they have done so well that I haven’t been able 
to get a contract for spruce this year yet. 

ut summing the whole thing up, I think that if we would start 
to be more specific in referring to our area up here as a forested area 
and not a cutover area, this would be forgotten; and if someone has 
to do something for us, that we'll be a long ways on our road to a re- 
covery in our timber industry. While we're very healthy locally, we 
have more timber than we can use in Minnesota at the present time; 
and I believe through our own efforts, we discouraged our neighbors 
from Wisconsin and Michigan from buying from us. If we were still 
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supplying the wood that is being supplied by Montana, Wyoming, 
South Dakota, and Colorado, we still would be a pretty good market 
for our wood and employment for many, many more people than we 
can employ. 

We have several publications that our timber producers have put 
out, including a monthly bulletin. It keeps our members well in- 
formed as to what is going on currently. We put out market hints. 
This morning Mr. Kerfoot mentioned doing something about poplar. 
We have a bulletin which we have put out on the use of poplar. 

Another thing that probably hurts us here in Minnesota is the dis- 
crimination against our own products, even by our own State. To 
cite an example, there was a ranger station built in Effie, Minn., where 
two of our biggest millowners living within 10 miles of there, being 
unable to bid on that bill of lumber Tecinte it specified Western lum- 
ber. I think that that probably is not something for your committee 
to solve; I think we should take care of it right here in Minnesota. 
But many contracts made by the Federal Government specifically 
eliminate our timber for use in the building. I think that the gentle- 
man has picked up all of the statements; I think you can read them 
far better than I could. If there are any questions, I’ll try to answer 
them; if not, I'll have our executive secretary try to answer them. 

Chairman McCartuy. I think, Mr. Worrall, your statement does 
supplement that made by Mr. MacConnachie; and we will insert for 
the record your original statement and any other statements that you 
send to us which are pertinent to the purpose of this hearing. Some 
of the problems you raise are State problems. I hope you can work 
them out satisfactorily; but as to those that do bear upon the Fed- 


eral Government, we certainly will give them attention and see to it 
that they are given some study by the proper committees of Congress. 
Thank you. 

(The remaining portion of Mr. Worrall’s statement reads as fol- 
lows :) 


We have a broad scope of activities which include publishing a monthly 
bulletin to keep our members informed; preparation of frequent newsletters; 
conducting an annual meeting; sponsoring an equipment demonstration each 
year; the promotion of tree farming, tree planting, fire prevention and pro- 
moting safety in woodswork. Our new lumber committee is working on lumber 
promotion and booklets to colorfully sell Minnesota lumber. Our negotiating 
committee bargains with the AFL-CIO, Local 12-29, International Woodworkers 
of America, and has a signed contract. We have bargained in good faith with this 
union for 22 years, and I can honestly say that we enjoy good labor relations. 

Our organization has continually fought to benefit with logging industry and 
conducted various investigative projects to better represent the industry. In 
addition, we have made a big effort to keep our members and the industry in 
general informed. At this time I would like to display some of the publications 
and information as follows: 

1. Monthly bulletins published by the association for September 1959. 

2. Booklet on aspen lumber—25,000 copies circulated to the trade. 

3. Booklet on hauling and trucking on the highway. 

4. Market hints—an analysis of market conditions. 

5. A logger’s manual containing laws and regulations which affect the logger. 


STATE AND FEDERAL LEGISLATION 


State and Federal legislation has necessarily occupied much of our attention. 
We have been fortunate in having helped secure the passage of much positive 
State legislation which has been beneficial to the producer and industry in gen- 
eral. Some of the helpful legislation is as follows: The establishment of the 
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Z trailer license for haulers of forest products; the amendment to the T farm 
license which enables a farmer and logger to haul forest products; and the 
winter hauling bill enables a farmer and logger to haul forest products; and the 
winter hauling bill which permits 20 percent extra axle weight allowance for 
forest products haulers in the wintertime; the removal of the State scaling 
charge on small State timber sales; the successful drive for a greatly enlarged 
budget for the State division of forestry—both for timber management and 
forest-fire control; the successful promotion of the headwaters branch of the 
Lake States Forest Experimental Station; the promotion of research at the 
University of Minnesota Forestry School; and the development and passage of 
the new tree growth tax law for forest lands. Many other items of legislation 
could be listed but our purpose is to show the type of activities that we have 
fostered and the types of problems that we have struggled with. Certain nega- 
tive legislation has also caused us concern. We have frequently complained to 
State commissions about the high burden of costs imposed on the independent 
timber producers by the State, brought about by regulatory legislation. These 
legislative costs are a greater burden than most people realize and eat into an 
operator’s profit, at the same time causing many bookkeeping headaches. 

I wish that we could say that Congress has been as considerate of the prob- 
lems of the industry and the producer as our State legislature has been. Unfor- 
tunately, much Federal legislation affecting us has been either restrictive or 
harmful. There has been little understanding in Washington of our problems 
and little sympathy when we have complained about certain bills. Many issues 
have given us a real scare. 

For several years we were very much concerned about the passage of legisla- 
tion known as Federal Cutting Regulations. Since most of our members own 
some forest land and also log on certain private forest land, we were greatly 
opposed to having the Federal Government control the cutting methods on our 
private land. This actually slowed up purchases of private land by the logger 
and caused many to fear the Federal Government. 

We fought strenuously against the definition of an employee written into H.R. 
6000. This was the big Social Security Act. The Internal Revenue Commis- 
sioner had developed seven new tests for an independent contractor, and these 
tests were unfair and ambiguous. This new definition would have forced count- 
less independent producers to become employees of the companies to whom they 
sold their products. Both producers and Forest Industries fought hard to 
eliminate the new definition. 


OPPOSITION TO GOVERNMENT OWNERSHIP 


We have long opposed having too much Government ownership of forest land 
and have opposed some of the large U.S. Forest Service budgets for land acqui- 
sition—trying to prevent in the rest of the State what we already have in Cook 
County—about 90 percent of the land off the tax rolls and a monopoly of timber 
by the Government. Federal, State, and county forest lands now withdrawn 
from the tax rolls constitute about three-fourths of the total in this area. This 
is a reverse of southern United States, where expansion has been most rapid. 

What is the harm done by unbalanced public ownership? 

(a) Lack of revenue to counties. 

() Oppressive taxes on remaining private land. 

(«) Deterrent to new or outside industries. 

(d) Jeopardizes stability of existing industry. 

(e) Weakens the present position of loggers and industries. 

(f) Prevents expansion. 

(g) Keeps timber stumpage costs high. 

The solution is more private ownership. 

Pulp and paper mills, sawmills, post and pole companies, and others have 
shown their confidence in the future timber available in the State by spending 
millions of dollars over the past few years in modernization and expansion of 
their plants. The expansion has increased the overall demand for timber prod- 
ucts—except for the periods of strikes and business recessions. 

The logging industry has also followed the times through mechanization and 
improvement of methods which has made it possible to log nearly 12 months of 
the year, where a few years ago, 85 percent of the logging was done during the 
winter months. This improvement has made it possible to furnish work to many 
men on a year-round basis. 
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The logging industry, statewide, does furnish approximately 50,000 persons 
work on a full-time or part-time basis. Many farmers and other rural persons 
produce wood on a part-time basis to supplement their farm income. Woods 
work is the major occupation available in many areas of northern Minnesota 
and certainly plays a large part in keeping welfare costs down to a minimum, 


TIMBER SURPLUS 


We hear a great deal about the surplus timber supply in northern Minnesota. 
This surplus is not in higher-grade timber. The timber in surplus is low-grade 
hardwoods which many mills cannot use at present. To use these types of 
lumber species, there is room for many small wood-using plants throughout the 
areas that are in surplus that can produce products from this type of wood 
rather than large plants that have to use a higher fiber content wood that is 
not in surplus. 

One of the problems encountered by sawmill operators (who constitute our 
lumber committee), is the problem of Federal and State specifications. Many 
governmental agencies purchasing lumber for various projects, either limit the 
use of some of our lumber species or completely eliminate them from the specifi- 
eations. This prejudicial treatment thereby reduces the potential market for 
these species and is especially harmful to the lower grade species which are 
always more difficult to sell, and abundant as well. We would appreciate help 
from your committee in correcting the situation. 

Over a period of years, to help our members, we have produced a binder 
containing laws and regulations, both State and Federal, with which the logger 
must comply to avoid penalty. To give you an idea as to the nature of these 
laws, I would like to quickly read the listings from the index. 

“A. State laws: 

“1. ‘Highway Laws,’ etc., booklet. 

“2. ‘Unemployment Compensation,’ booklet. 

“3. Dismissal payments instructions. 

“4, Limitations of hours or work for women. 

“5. State timber laws. 

“6. Workmen’s compensation regulations. 

“7, State board of health regulations on camps. 
. Federal laws: 

“8. ‘Twelve or Less Exemption Under Wage & Hour Law,’ booklet. 

“9. ‘Overtime Compensation,’ booklet. 

“10. ‘Child Labor Restrictions,’ booklet. 

“11. ‘Recordkeeping,’ booklet. 

“12. ‘Seasonal Exemption,’ information. 

“13. Form listing payroll records to be kept as required by Federal 
agencies. 

“14. Sample forms to be used in hiring trucks. 

“15. Tests of an independent contractor. 

“16. Social security report required by self-employed. Schedule ‘C’ filed 
form 1040. 

“17. Form 940, Internal Revenue, Federal unemployment tax. 

“18. Special instructions from the State unemployment used in reporting 
Federal excise tax. 

“19. Instructions on filing date for excise tax returns. 

“20. Letter explaining Federal transportation tax, known also as 3 percent 
Federal excise tax. 

“C. Miscellaneous : 

“21. Union Contract between TPA and AFL-CIO, local 12-29. 

“22. Notice of cookhouse employees. 

“23. Sample recordkeeping forms by association office.” 


BURDEN OF REGULATIONS 


You can see from this way we complain about the burden of regulations im- 
posed on the logger and businessmen. Just to understand all of these laws re- 
quired considerable education, much study, and a great memory. The difficul- 
ties of running a logging operation with all of the hazards of weather, terrain, 
equipment, labor supply, markets, and other problems are great enough without 
all of this other burden. The small logger and sawmill operator cannot be con- 
sidered in the category with the typical city factory where everything is under 
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a roof and subject to supervision and control. The woods operator ordinarily 
cannot afford the very considerable expense of auditors and bookkeepers since 
the overhead is too great; therefore, the burden of recordkeeping, filing forms, 
collecting withholding tax, etc., is upon the logger and is a real serious problem. 
One of the most important things that this committee could do to increase 
employment in the whole logging and sawmill industry would be to eliminate or 
repeal some of these regulations. 

In conclusion, I wish to say that we have not attempted in the limited time 
allotted to dwell on many of the operational problems encountered by loggers, 
Sawmill operators, and others in the industry. It would take too much time to 
attempt to give the committee a complete grasp of this farflung industry scattered 
from southeastern Minnesota to the Canadian border. Rather we have at- 
tempted to cover some of the deterring and retarding influences which bother us 
greatly and which, of course, have a very direct affect on the logging operators, 
and a direct effect on the expanding of employment opportunities. We hope 
that the committee will understand that these remarks are made in good faith. 
We hope that the committee will strive to remove some of the restrictive legis- 
lation and departmental regulations, and attempt to help us work for a good 
economic climate. With such help and with the continued assistance of Mother 
Nature, we can combine the talents of the many resourceful individuals in this 
State with the expanding forest resource to make continuous and stable employ- 
ment for this area and for the whole State. 

Thank you for this opportunity. 

Respectfully submitted. 

DANA WoORRALL, 
President, Timber Producers Association. 


Ler’s Give YounG Men a CHANCE 
(By John V. Hoene) 


The two articles on the left point out what I have long contended: that young 
men are not being given a chance. My main difference with the backer of a 
CCC program is in how to give the boys a chance. Everyone is concerned right- 
fully about boys who are inactive though they may not have finished high school 
or college. There is no truer axiom than “the idle mind is the devil’s workshop.” 
As a father of teenage boys and having grown up in a family of 10 boys, I know 
firsthand the problem of this age. Coaching, scouting, and other activities have 
given me contact with hundreds of boys this age. 

What some Senators are proposing is to correct an evil by a new law which has 
been, to a great extent, created by an existing law. In other words, pass a new 
law to overcome the damage done by one which we already have on the books. 

Let’s do first things first. Let’s do a little fundamental thinking before we 
jump to action. 

Let’s give the young man a chance to work when perhaps he has failed in 
high school or possibly cannot afford to go due to supporting a widowed mother, 
ete. Let’s study the hardship created by the Fair Labor Standards Act in its 
youth work restrictions. The same holds true for State laws and policies of the 
industrial commission. We both agree that the boy should be active all the time 
and should learn to work like a man since a 17-year-old, in most cases, has the 
body of a man. My point is, why spend millions of dollars (tax dollars) hiring 
him to do manual labor. Why not let him do manual labor for industry, com- 
merce, and business? Yes, this might even apply to the 16-year-old. Many of 
them are in trouble and many of them are out of high school. The best training 
he can get is in industry but he is generally deprived. Meanwhile, many mothers 
work to earry the load while the idle boy is prevented. Many other cases have 
been brought to our attention, where a father working in the woods wanted 
more than anything to have his boy work with him but was denied vigorously 
by law enforcement officials. Yes, there have been cases where the mother was 
dead and the boy had to be boarded with dubious persons when both boy and 
dad should have been working together as many of our current loggers did with 
their dads when they were young. Yes, let’s put the boys to work but give them 
a real job and a start toward building their future step by step. 
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Is a NEw CCC NEEDED? 
[From the Grand Rapids Herald-Review] 


Establishment of a Youth Conservation Corps somewhat similar to the Civilian 
Conservation Corps of depression days is advocated by Senator Hubert 
Humphrey. 

A bill introduced by the Senator from Minnesota would have dual objectives, 
to provide healthful outdoor training and employment for young men and to 
advance the conservation, development, and management of natural resources 
of timber, soil and range, and recreational areas. 

The act, if adopted, would provide for enrollment of 50,000 youths the first 
year, 100,000 the second year, and 150,000 thereafter. Enrollment would be 
limited to young men under 21 years of age, and “of good character,” with pref- 
erence to those from depressed areas and to Indians. 

On the surface, the arguments for a Youth Conservation Corps appear to be 
strong. Certainly, there are some young people who might benefit from a well- 
administered program. And there is almost unlimited conservation work to be 
undertaken. However, there are very strong arguments against the proposal. 
One is that those who would enroll now in such a program would include a large 
percentage of youths who may have been in trouble or on the verge of trouble 
at home. While there was some of this in the CCC days, the enrollees at that 
time represented a good cross section of American youth because other opportu- 
nities were severely limited compared to those of today. Theoretically, it might 
be possible to avoid having the corps take on the appearance of correctional 
camps, but as a practical matter the level of ability, ambition, and character 
would be low compared to that found in the old CCC. The value of such camps 
to the enrollees would be very questionable. 

From the standpoint of conservation work to be accomplished, a great deal 
more could be done by spending a fraction of the money involved in the YCC 
proposal for the employment of people already living in the forest areas who 
are prepared to do such work. Modern forest work requires the ability to 
handle mechanized equipment more than mere manpower. The quality and 
experience of the average YCC enrollee would not be conducive to efficiency in 
conservation work. Today most forest work can be better done by small crews 
than from large camps. 

In times when there are good educational opportunities and high levels of 
employment, the YCC proposal seems out of place. It would be far better to 
provide additional educational opportunities nearer home and to provide addi- 
tional funds for conservation programs as they are needed than to dissipate 
funds on a program which will not provide a sound answer for youth problems 
or for conservation. 

If the time comes when economic conditions prevent average youth from 
finding educational or employment opportunities, then a YCC program may have 
some real value. But that is certainly not the situation today. 


Chairman McCarruy. They need a 5-minute break here to change 
the tape; and after that, Mr. Montague, you, or anyone else from the 
industry who wishes to appear with you, will be given an opportunity 
to testify. 

Chairman McCarruy. Mr. Robert Morris of the Duluth Chamber 
of Commerce. 


STATEMENT OF ROBERT B. MORRIS, EXECUTIVE SECRETARY, 
DULUTH CHAMBER OF COMMERCE 


Mr. Morris. My name is Robert B. Morris and I am the executive 
secretary of the Duluth Chamber of Commerce. I’d like to read the 
following statement representing their viewpoint. 
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UNEMPLOYMENT A LOCAL CONCERN 


We believe employment or unemployment is a local concern. People 
who are the most directly affected will be the most involved. We in 
this area are concerned and interested. We find here resources of 
various kinds—manpower, timber, minerals, and water. When we 
mention water, let us remember that many plants have relocated just 
to have an adequate water supply. 

We have culture of various kinds, such as our University of Minne- 
sota Center at Duluth, and our Duluth Symphony. 

The seaway has brought to realization a dream of 50 years. Duluth 
is now part of the coastline of the United States. We have watched 
in wonder as ships from all over the world have arrived to take our 
products and bring theirs. 

We have a region of great natural beauty. The clear lakes and green 
forests abound with fish, birds, and animals. The north shore is 
among the top three tourist attractions and drives in the United 
States. The healthfulness of the area has long been known. 

Our concern is for our future. We believe that the answer to em- 
ployment or unemployment for northern Minnesota, including Duluth, 
is clear. We believe in prevention, not treatment. Let me say that 
again—we believe in prevention, not treatment. Just what do we 
mean ? 

We mean that if the business climate of an area is not healthful for 
business, something must be done with that climate. If industries 
are moving out, then we must determine why. If new businesses are 
not coming in, we must make a self-analysis. If other areas are 
attracting and developing business and we are not, we must explore 
why. If the climate is such that young businesses move, we must de- 
termine the reasons. 

Duluth and northern Minnesota do have serious transportation prob- 
lems. Many busineses located here find themselves at a competitive 
disadvantage with similar firms situated close to populous markets. 
The seaway and package freight will remedy a part of this problem, 
but not entirely. 

Duluth firms have found a climate that in many instances was not 
friendly. 

There were many factors that caused the closing of such firms as 
Coolerator, Klearfiax, Western Electric and Marshall-Wells. Cer- 
tainly market was of major import, but unfavorable attitudes on the 
part of many local segments, and the problem with tax burdens were 
significant factors. 

We sincerely believe that investors and employers must have faith 
inan area. We do not believe that a “shot in the arm” or a chocolate- 
coated pill will help nna nent in an area. The whole of an 
economy of an area depends on the attitude of all its people. The 


hope Duluth is heading into a new era where private investment will 
be welcomed. 


GOVERNMENT SPENDING NO ANSWER 


Communities throughout the United States have demonstrated that 
only where local people have the determination to work out their 
problems in improving business climate, will jobs be created and un- 
employment drop. Government spending is not the answer. Gov- 
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ernment spending brings controls, restrictions, inspections, and loss 
of initiative. As wesee many communities bring in business, rehabili- 
tating plants, working out their employment problems, we are con- 
vinced that this improvement of the business climate is our answer as 
well as theirs. Admittedly, there will be shifts in consumer demands 
for products, so some lose markets while others gain. Some employ- 
ers will be forced to substitute capital and equipment for labor. Some 
industries fall by the way as the demand for their commodity falls. 
No one would say that we should have the Government buy coal when 
the public demands gas, oil, and electricity to heat its homes. We be- 
lieve it is wrong to seek an answer to unemployment by Government 
support of an industry or product or locale that is not desired. We 
believe it to be fallacious the basic idea that this support is justified 
so employment will be maintained in that industry. 

Natural resources fail, competition changes markets, technology 
forces shifts in employment. Areas will be atfected in different ways. 
The American way has always said that problems caused by these 
sources are for owners, management, ak employees to work out 
in their own way. We believe this to be true today. There are 
new opportunities every day. We have in the past, and will con- 
tinue to encourage local groups to seek out new sources of capital 
and investment. These new sources cannot compete with Govern- 
ment agencies or business operating under Government sponsorship. 
Private investment is discouraged when it faces competition with 
business which is financed by the Government. 


EMPLOYMENT AFFECTED BY ECONOMIC CLIMATE 


We believe, then, that the following are true: 

1. Employment is a factor that is directly related to the economic 
climate of any area. Where that climate is good, employment is high ; 
where bad, low. 

2. Employment is a local problem which can be met and solved 
only by people at the local level. 

3. Forced feeding or pump priming by the Federal or State Gov- 
ernments is not only of no help, but is dangerous as it : 

(a) destroys initiative for local people to solve their problems; 

(6) competes with and discourages private investment and 
business development to the detriment of the local area and the 
fundmental principles of the American way of life. 

4, Changes in employment will continue to occur as resources fail, 
technology moves forward, new products create new demands, and 
competition forces out businesses. These are forces which we have 
created. They are a good part of our society. Change is an oppor- 
tunity for growth. Some will always cry wolf, but the economy 
goes on. 

5. We must remember that much of industry is mobile today, and 
can move almost any place. Capital investment is also mobile. We 
want and need capital investment. Whether industry and investment 
stays or is attracted to this area, is dependent on all of us working to 
improve our business climate. 

Basically, we are forward-looking fundamentalists. We believe in 
such fundamentals as, “An ounce of prevention is worth a pound of 
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eure.” We believe the answer to unemployment is creating an incen- 
tive to those who would employ. If there is a healthy economic and 

overnmental climate toward business and business development and 
if the local people as a community seek business, we believe unemploy- 
ment will be prevented and that which we have substantially 
diminished. 

Chairman McCarruy. Thank you very much, Mr. Morris, for this 

resentation and for the point of view of the Duluth Chamber of 
Budsipdete: Congressman Blatnik, do you wish to supplement this 
statement ? 

Congressman Biatnix. I must apologize to the witness, Mr. Chair- 
man; I had to absent myself and had to miss part of the testimony. 


INEQUITIES IN FREIGHT RATES 


Chairman McCarruy. I have only one question, Mr. Morris, a 
rather general question. You make reference in your testimony to 
the inequities in the freight rates as they bear on industry and business 
in this part of Minnesota. This, of course, has been a problem in the 
country for a long time, and the Federal Government is assuming 
some responsibility in trying to eliminate these inequities. I know 
that you realize that inequities—advantages which are not necessarily 
related to any fundamental difference between the economic condition 
existing in one part of the country and another—are sometimes 
created by the action of State and local governments. We have, on 
occasion, some States and some municipalities which have given spe- 
cial tax concessions to industries as an incentive to have them move 
in. In some cases, through the issuance of bonds which are exempt 
from Federal taxation, communities and States have built plants and 
— encouraged industry to come in by making special concessions 
to them. 

Would you recommend that this is an area which the Federal 
Government might have some responsibility, might take some action 
in order to prevent advantages which are not based upon any sound 
economic base? 

Mr. Morris. Well, Senator, I would say that, with regard to, first, 
the freight rate question, you probably don’t know it but the Duluth 
Chamber of Commerce has, is and for many years has maintained one 
of the Nation’s outstanding traffic departments. We have a very 
capable man, Robert H. Smith. He’s the counterpart in name and in 
size but a different one than the port director. This department has 
worked on behalf of freight rates for this area. Certainly we’ve 
got some geographical problems. We are not charging that our 
rates—we’re away from the market. That is something that we can’t 
help. We allude to it. Certainly such a thing as sai e freight is 
going to be an important help, but not the complete remedy. 

We know of, and you probably already heard about, certain ad- 
vantages other ports have got on the time of free time. Our depart- 
ment is working before the regular rate group to see that that is 
corrected. We are not asking that we be given an advantage but we 
want an equal amount of time, and we don’t want any discrimination 
against this port. 
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I would say that if we, as local groups, can get together and better 
our business climate, by that I mean, all those intangible things, 
we must remember that it’s the businessman that makes the decision 
on “Shall I expand here?” or “Shall I expand elsewhere?” It’s a 
businessman with his investment capital that says, “Shall we expand 
in Duluth or Minnesota, or shall we do it elsewhere?” For that reason, 
we think it is pretty important that we try to sell that person and 
create a good busines climate that will be helpful. We can assure you, 
from our traffic viewpoint, that we are going to work to do away with 
any unjust freight rates, and we have Tons that. In fact, had it not 
been for the work of the chamber’s department over these years, we 
would be at a terrific disadvantage. 

Chairman McCartuy. Mr. Morris, I would say that in the course 
of our hearings throughout the country, we saw many communities 
and individual businessmen making a very serious effort to solve, at 
least in part, the problems of economic change and unemployment 
and underemployment, and here in Duluth, for the record, I want to 
note that you too are making that kind of a commendable effort. 
Thank you very much. 

Mr. Montague, we certainly appreciate your taking this position 
at = _ of the line, and also your standing by while the other men 
testified. 


STATEMENT OF W. K. MONTAGUE, LAKE SUPERIOR INDUSTRIAL 
BUREAU 


Mr. Montague. Mr. Chairman, with your permission, I will in part 
read my statement and, in part, varying from it, particularly in 
connection with the use of the chart. 

I have been asked by the companies to testify as a representative 
of the Lake Superior Industrial Bureau. This bureau is an association 
having as members most of the larger iron ore companies in Minnesota. 
Since the problems with which the committee was confronted, on 
which it wanted information, largely were industry problems rather 
than particular company problems, it was thought better to submit 
them from that standpoint. The committee’s letter suggested certain 
aspects of the problem of unemployment upon which views are re- 
quested. We feel that we are not competent to discuss many, if not 
most, of the questions listed. The most that we can do is to outline 
employment problems as they confront us in Minnesota iron mining. 

he Minnesota Department of Employment Security has published 
monthly, since 1938, statistics dealing with employment in different 
industries in Minnesota. In order that we might not have any con- 
troversy over figures, we have followed that official publication, which 
is known as the Golden Rod sheet, I believe, published monthly, 
listing employment. Since 1951 only, these statistics have had a 
separate subdivision of metal mining. This means iron ore mining, 
since there is no other form of metal mining in Minnesota. It is our 
understanding that it also includes, besides the companies mining or 
treating iron ore, contractors engaged primarily in the stripping or 
development of iron ore mines, or in drilling or exploring for iron ore. 
It does not include suppliers, contractors engaged in construction 
work or similar related operations. I might also mention that it does 
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not include the railroad, transportation of the common carrier rail- 
roads or the docks and harbors and facilities. From these monthly 
reports, we have prepared the tables which are attached as exhibit A 
to this statement, which, of course, I will not read, which give for each 
month since January 1951 the number of employees in the mining 
industry and the average hours per week worked by each employee— 
the work by the employees in that month. 

Those published figures treat of employment, rather than unemploy- 
ment. However, the same department has figures on the number of 
unemployment compensation claims allowed against different indus- 
tries, and has kindly furnished us tables showing such claims against 
the iron mining industry, copies of which we’ve attached as exhibit B 
to this statement, giving a list of claims against the industry. 


DEFINITION OF UNEMPLOYMENT 


Now, there is some overlapping between these tables, as the same 
individual may be employed part of a month and be a recipient of 
unemployment compensation during 1 or more weeks of the same 
month. To some extent, this involves one of the problems of your 
committee, the definition of unemployment. For instance, because of 
reduced demand for its product in the months from March to August 
1958, Reserve Mining Co., operating the large taconite plant at Silver 
Bay, shut down 1 week in 5. The men worked 4 weeks, then then were 
laid off 1 week. Under the Minnesota law, after the first week’s layoff 
in any year they became entitled to unemployment compensation. As 
a result, the department’s statement of unemployment compensation 
claimants for each of the months from April to August 1958, inclusive, 
as is here shown in the chart, contain the names of some 1,200 Reserve 
Mining Co. employees who were unemployed only in the sense that 
they worked only 4 weeks out of 5. They also appear on the table of 
men employed in those same months, so there’s duplication to that 
extent. 

If, instead of being laid off 1 week in 5, they’d been scheduled on a 
36-hour week instead of a 40-hour week, there’d be no question; they 
a numbered among the employed and not among the unem- 

oyed. 

. Now, based on the tables set forth in exhibit A, we have attached to 
this statement, as exhibit C, a chart giving the employment in metal 
mining in Minnesota since 1951. 

A colored version of that chart appears here; it’s much easier to 
follow. I'd like to explain that the iat shows employment, number 
of employees in thousands, starting from zero and running up to 2,000 
in each subdivision. Sixteen thousand, of course, is where it starts in 
the year 1951. The part colored yellow represents that employment 
in each month of each year from 1951, the months being indicated 
along the bottom of the chart. 

In order to have some comparison with business conditions in the 
industry, we also show here on a comparable scale, by red lines, the 
shipments of iron ore from Minnesota in each of the years. We do not 
have shipments by months, because such a statement is meaningless. 
We have shipments by years, for each. As I say, the scales are pro- 
portioned so that the same percentage pertains to the eye, represents 
the same actual percentage change. 
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CYCLICAL CHANGES 


Now, from that chart, it’s very easy to pick out the major causes of 
unemployment i in the mining ‘industry. The first, the most important 
one, are the cyclical changes i in business in the United States, particu- 
larly as they affect the steel industry, falling off with demand for 
steel, shutting down of steel production, has an immediate affect on 
iron ore. 

The bigs drops in employment that you see at the end of the year 
1954 and the first half of 1955 represents the effect on the iron ore 
industry in Minnesota—bear in mind I’m just talking about the in- 
dustry in Minnesota—of the lag in steel production in the year 1954 
which was a marked recession during that year. 

Similarly, the big drop in the year 1958 represents the effect on the 
iron ore industry of the drop in demand for steel and the drop in 
production of steel to a level of about 50 percent capacity. 

Incidentally, when Mr. Peterson said that in the future 50 percent 
of capacity production of steel was going to be the rule, he’s much 
more pessimistic than Iam. It’s going to ybe a sad story for us if that 
is the rule, as you can see the effect there in 1958. In fact, the effect 
was more marked than here, because this chart gives the number of 
employees. As you will notice from the table, in this period the 
average employment, instead of being 40 hours a week or more, was 
about 3514 or 36 hours; so that there was really more effect to that 
drop than appears to the eye. So the major thing that causes the 
unemployment problem in the iron ore industry are those cyclical 
changes in demand for steel, the production of steel, and, therefore, 
the demand for iron ore. 

In the paper, I point out that there is a slight lag between the drop 
in demand in steel and its effect on iron ore, because iron ore schedules 
are ordinarily made up in the spring, seldom changed materially dur- 
ing the summer. There is a lag usually in the effect on iron ore fol- 
lowing the effect on steel. 


SEASONAL NATURE OF THE INDUSTRY 


Now, the next most important change, most important item to be 
considered, has been referred to as the seasonal nature of the industry. 
However, i think many people have a very much exaggerated idea of 
the effect of the season, the climatic conditions, insofar as it affects 
iron ore employment. This does not indicate, by the way, the effect 
on the employment of the common carriers transporting iron ore to 
to the ports, or the dockworkers; it’s just the effect on iron ore 
employment. 

You will notice in seasons of high production the drop is not very 
great. In 1951, for instance, you “will notice the increase was from 
a level of about 15 ,900 men up to about 17,800 in the summer months 
and then dropping back to the 16,000 level ‘during the winter months. 

When you come to a winter followi ing one of these depressed periods, 
however, you will find the effect hanging over. There is a greater 
drop during the winter months following | ‘the period of depression of 
slow shipments during the summer, than or dinary. That is because 
the industry has with rather marked success made great efforts to 
stabilize employment. It postpones to the greatest extent practical 
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shipping development work for the winter months, even though it is 
somewhat more costly to do it in the winter months; repair work on 
machinery and equipment, the overhauling of equipment, is ordinarily 
postponed where practical to the winter months, so that there has been 
a very marked effort on the part of the industry to stabilize employ- 
ment. There is not nearly the big swing in seasonal employment that 
you might anticipate in connection with the industry. ; 

I might point out, however, one qualification of that—that it varies 
with different sections. The eastern end of the range, with the taconite 
plants, has much steadier employment than the western end, dependent 
upon washing plants, which have to close down during the winter 
months. So that you do have particular areas where there is a sharp 
drop in employment because of the seasonal nature of business. 


STRIKES 


Now, the third cause apparent from the chart is strikes. Now, I 
don’t want to be misunderstood ; I’m not trying to say that strikes are 
good, bad, necessary, or unnecessary, but you can see what they have 
done to the industry. There is the strike in 1952. Here is the 6-week 
strike in 1956. Here is what has happened in this 1959 strike. We, 
of course, do not yet have the figures for November, so we don’t know 
what the comeback from the strike will be. I might say that they 
have not only the immediate effect, but winter work, as I say, is de- 
pendent to a substantial degree upon the amount of work that was 
done during the summer, the amount of repair work to be done, the 
amount of stripping and development, is dependent to some extent 
upon the operations during the preceding summer. 

Now we come to the fourth. Oh, incidentally, in connection with 
the seasonal problem, I also might mention that there is the supple- 
mentary unemployment benefit program which the mining industry, 
along with the steel industry, under contract to the United Steel- 
workers, has provided. The chairman asked some questions about 
such supplemental plans. I don’t know whether you’re familiar with 
the steel plan. It provides that in addition to the State unemploy- 
ment compensation, which in Minnesota is a maximum of $38 a week, 
the SUB program, when the fund is at maximum, to the employees 
who qualify for the highest brackets, would increase that amount to 
65 percent of their pay, subject to a maximum of an additional $25 per 
week plus $2 for each dependent during the period when the State 
pee unemployment compensation, and to a maximum of $47 a week 

uring the period after State compensation stops, up to a maximum of 
1 year. So there is that plan which alleviates the effects of unem- 
ployment. Unfortunately, it worked very well until we ran into the 
1958 depression, and the effects of that were so serious it depleted the 
fund so much that most of the companies had to pay on a fractional 
basis, as is provided in the plan. 


TECHNOLOGICAL CHANGES 


Now, I want to come to the fourth item which we wish to consider 
in connection with unemployment. That has been referred to as the 
structural unemployment, or the economic and technological changes. 
We have to refer to them as something with which we’re confronted. 
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The Minnesota mining industry is facing a situation where great 
changes are taking place. There are great problems in trying to meet 
those changes and great steps, I might say, being taken to meet those 

roblems. Of course, there have been technological improvements in 
iron mining. However, as far as automation, technological improve- 
ments are concerned, in the last 10 years, at least, they have not been 
sufficient to enable the industry to avoid losing ground when the com- 
mon method of measurement, tons produced per man-day, is applied 
to Minnesota iron ore production. We do not produce as many tons 
per man-day as we did 10 years ago. Now, that is not a reflection in 
any way upon our employees; for it is in saying that we’ve got larger 
machinery, larger equipment; it is a reflection of the fact that we have 
had to go to more difficult mining operations, deeper stripping, and 
much more beneficiation of the ores to produce our products. So that 
we wind up with using more man-hours to produce a ton than we did 
10 years ago. 

If you were following Mr. Peterson, you go back to 1913, 1915, when 
we were using hand shovels, loading, that would not be true. But 
as far as the last 10 years, we have been facing a more difficult problem 
than technological changes could meet in terms of keeping up produc- 
tion per man-day. 

There is, however, the big factor, the probable future trends in 
employment because of shifts in demand and economic changes. 


HIGH GRADE ORES DEMAND 


A very marked change is taking place with respect to the kind of 

iron ore that must be produced to be marketable in the future. 
_ In the last 5 or 6 years, there have been very marked developments 
in the competitive picture with respect to the quality of ores demanded 
by blast furnaces. The plain fact is that much of the iron ore which 
Minnesota has been shipping for many years, and which was con- 
sidered standard ore, is no longer desirable blast furnace feed. The 
search for new iron ore sources which has been going on during the 
last 20 years has disclosed large sources of ore materials which, either 
untreated or after concentration, are much more desirable for blast 
furnace use than much of the natural ores of Minnesota or the con- 
centrates produced by the ordinary washing, jigging, or heavy media 
processes as practiced in Minnesota. 

Many times before the public and State legislative commissions, the 
mining industry has pointed out the problem with which Minnesota 
operators are confronted in trying to meet competition of higher grade 
ores and concentrates. They pointed out the changes that must take 
place in the industry, particularly the radical changes in concentra- 
tion processes which must be made if Minnesota is to maintain its 
production, and, therefore, its employment in the future. We might 
briefly summarize these problems as follows: 

In the years from 1940 to 1954, iron ore production from Minne- 
sota was increasing. During this period the major consideration was 
tonnage, in the concentrating plants the emphasis was on weight re- 
covery, that is, upon eeargeie | larger percentage of the crude ma- 
terial, rather than on high quality. Minnesota increased its produc- 
tion at the expense of substantially lowering the average grade of the 
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ore shipped. This is shown by figures evidencing that from 1942 to 
the early fifties, the iron content of the average Minnesota range ore 
shipped dropped from nearly 52 to 50.3 percent, while the silica con- 
tent, the undesirable constituent, increased from 7.6 to 10.4 percent; 
and that was true notwithstanding the fact that there was a big in- 
crease in concentration practices during that period. Of course, much 
of the ore was worse than that average. That was the average of all 
Minnesota shipments. 


CHANGED SITUATION IN 1954 


Beginning about 1954, the situation changed. Consumers of Lake 
Superior ore began to insist upon higher iron and lower silica content 
of the ore they purchased. The industry is attempting to satisfy 
this demand by improving the grade of Lake Superior ore and, to some 
extent, by importing foreign ore from new sources. Increasing quanti- 
ties of foreign ore are also being imported to supply new steelmaking 
facilities which were constructed outside the geographic area in which 
Lake Superior ore has generally been sold. 

Experimental work on low-grade iron formations in Minnesota, 
Michigan, Ontario, Labrador-Quebec and, I might add, northern 
Wisconsin, have demonstrated that by processes requiring enormous 
investments in plants and equipment, there could be produced from 
Minnesota taconites, for instance, an agglomerated iron ore concen- 
trate running 62 or 63 percent in iron ore, and under 8 percent in 
silica. Similar results could be obtained from the Wisconsin and 
Michigan iron formations, and even high-grade concentriates could be 
produced from the low-grade iron formations in Ontario and Labra- 
dor-Quebec. 

Once a steel furnace has got a taste of these higher-grade materials, 
it speedily began to lose interest in poorer ores. Minnesota is just 
now beginning to feel the effects of this competition. Plants to pro- 
duce these higher-grade concentrates in large quantities are still being 
constructed and planned. Inevitably, Minnesota mine operators must 
face up tothe challenge. Their customers are just losing interest in the 
kind of ores that we were shipping and selling 10 years ago. 


TACONITE PLANTS PRODUCING HIGH-GRADE CONCENTRATES 


This does not necessarily mean that there is going to be a loss of em- 
ployment in Minnesota mining in the future. For instance, we have 
two very large taconite plants now in operation producing every high- 
grade concentrates. It does mean that there has to be a fairly rapid 
shift to higher grade concentrates, an expansion of taconite opera- 
tions, the development of processes to handle the nonmagnetic taco- 
nites of the western Mesabi, a general improvement in concentra- 
tion processes, or even a move to the so-called direct reduction process 
of bypassing the blast furnace. All of these require extensive study 
and experiment, the construction of pilot plants, the enormous in- 
vestment in much more complicated concentration plants. It is not 
just an improvement of present processes ; it is the substitution of more 
extensive processes involving fine grinding to separate the iron ore 
particles from the impurities, the flotation, magnetic separation, or 
other more efficient concentration methods. 
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I have mentioned that plants of this new type require enormous 
investments. Reserve Mining Co.’s investment in its taconite opera- 
tions in Minnesota was about $200 million; Erie’s about $400 million. 
Even where it may be possible to operate on a smaller scale, the re- 
quired investment is going to be very large. No company could em- 
bark on such a program without exhaustive consideration of all alter- 
natives, and the problems may be entirely different for each company. 
There must be a study of the location of all available sources of iron 
ore formation; their characteristics with respect to ease or difficulty 
of concentration and the grade of concentrate that can be obtained; 
the availability of necessary water for the concentration process, and 
of tailings disposal areas. And, incidentally, those problems are very 
serious. We have a lot of water in Minnesota but you run into a lot of 
trouble with conservationists, unless you can work out a use of it that 
does not destroy the beauty of lakes and things of that kind. Jn say- 
ing that we run into a lot of trouble with conservationists, may I add 
that the State conservation department has generally been very intel- 
ligent and very considerate in analyzing the problem. 

You must study the location of deposits with respect to the prob- 
able principal consuming markets to be served, whether on the east 
coast, the Pittsburgh-Youngstown area, the Chicago area, or the 
Southern or Western States. We have spoken of the migration of 
industry. I don’t know whether it was the result of the Pittsburgh 
flux or not, but the steel industry, instead of being centered in Pitts- 
burgh, Youngstown, and Chicago, has been branching out to the east 
coast, Texas, the Western States, and it all represents an area which 
is looking to a diffierent source of supply for iron ore than the Lake 
Superior district. 

e have transportation costs; all items of production cost, includ- 
ing initial construction, equipment, supplies, labor and taxes. Each 
company is confronted with the extremely difficult problem of making 
as sure as reasonably possibly that it has reached a correct decision. 


HAZARDS AND PROBLEMS TO BE WEIGHED 


Among the important hazards or problems to be weighed is the 
probable future attitude of governments, National, State and local. 
In Minnesota, the State legislature—and I might specifically pick out 
for mention, among former legislators, Congressman Blatnik, who 
was one of the leaders in the legislature. 

Governor Freeman and his predecessors, and the principal adminis- 
trative officers, have been very cooperative in attempting to encourage 
such investments in taconite operations. For instance, the State 
enacted laws which provide for a tax on a tonage basis in lieu of ad 
valorem taxes against taconite and semitaconite. These laws helped 
pave the way for investments in Minnesota taconite plants because 
they promised investors protection against excessive future local tax 
burdens on taconite operations. They played an important part in the 
decisions to establish the taconite plants now operating in Minnesota. 
I might say, also, in that connection, that in my opinion the acceler- 
ated amortization program which the U.S. Government then had, 
because of ore conditions to encourage the construction of such plants, 
was also a material factor. I think accelerated amortization which 
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removed some of the risks of the enterprise by enabling you to recover 
your investment quicker, and also protects against the rapid obso- 
lescence which you may be facing in going into a new industry of this 
kind; by protecting against that, accelerated amortization I think is 
one step where the Government could help in encouraging investments 
of this kind. 

TAXES IMPORTANT 


I spoke about local taxes. Nevertheless, any prospective investor 
will carefully examine the fiscal policies of the local and State govern- 
ments before committing new industry to a particular area; and it is 
common knowledge that State and local governments in Minnesota 
have placed excessive reliance on iron ore taxation. These excessive 
taxes on the industry have discouraged new investments, particularly 
in new beneficiation facilities for low-grade ore mines. The high 
levels of local expenditures and the exceedingly low levels of assess- 
ment against nonmine property in the range communities, until cor- 
rected, will continue to constitute a definite hazard. 

If additional plants are constructed in Minnesota for these more 
elaborate processes—and I, personally, am confident that they will be 
constructed here if the State can offer a comparatively favorable eco- 
nomic climate—then Minnesota can continue to employ as large a 
working force as at the present time, and employment will be more 
stable because, like our present taconite plants, these operations will 
probably be year-round operations. 

Due largely to shifts in steel-producing centers, we will never again 
be producing as large a proportion of the iron ore used in the United 
States as in years past; secre we will be producing better quality 
ores and furnishing steadier employment. 

But the whole future depends on whether or not we can meet com- 
petition—whether conditions, including labor efficiencies and State 
and local fiscal and tax programs, are such as to encourage the invest- 
ment in such facilities in Minnesota as contrasted with competing 
areas, both foreign and domestic. 

Chairman McCartuy. Thank you very much, Mr. Montague. Con- 
gressman Blatnik, do you wish to comment ? 

Congressman Buiatrnrk. Mr. Chairman, from years of association 
with the witness, I have developed a very high regard for his extraor- 
dinary ability. He is a man of unquestioned integrity. I have known 
him way back for a period of about 20 years and I will say this, 
and I will say this for the record, Mr. Montague, I just wish that some 
of the eastern managers, and I won’t name any particular companies, 
had consulted a little bit more with men of your familiarity, knowledge 
and ability. You have the confidence of communities throughout the 
iron range, you have the confidence of many, many men in labor that 
I personally know. I personally have always had confidence in you. 

Mr. Monracur. Thank you, Congressman. I have heard it ex- 
pressed in other words at times. 

Congressman BuiatnrK. Probably a very honest difference of opin- 
ion; but, as usual, the witness, Mr. Chairman, recalling from the early 
days in the State legislature, always presented very factual and au- 
thoritative testimony and data. I recall occasions when he may not 
have had adequate information, he’d say quite frankly, “Give me a 
day or two, I'll get it for you,” and it always came. 
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ONE INDUSTRY AREA 


Getting back to the chart, because basically the very nature of the 
operations we have in this area is such that we can’t really say that 
any one industry or policy is completely to blame. This is primarily a 
one-industry area, which is the burden that we have to bear here, all of 
us. You have your fluctuation within every 12-month period, as the 
chart shows; in one industry, even when employment is high, you still 
have the seasonal dip. When your seasonal dip is low, it’s augmented 
or made more severe if it’s a national depression year by fluctuations 
in national economy, depression, or a recession or strike; no matter 
which one of these comes along, the impact hits us and hits us severely. 

Mr. Montacor. I think that is true. 

Congressman Biatnik. Let me correct Mr. Montague in saying, that 
although the seasonal changes, ups and downs, aren’t too severe on 
that chart, that if the total employment and unemployment picture 
of the area would be given, why, it would be much more severe. In 
addition to the mining men, we have the railroad men, you have your 
dockworkers, your auxiliary services, which would add onto the 
unemployed, so the trough would be deeper; and when they would be 
all employed, the employment figure would be higher, is that correct? 

Mr. Montacove. It is true. 

Congressman Buiatnik. So the overall trough, the ups and downs, 
would be much greater than this chart would show. This chart refers 
only to the production of iron ore, primarily. 

Mr. Montacur. I don’t know just to what extent, for instance, the 
transportation companies have been able to equalize employment. be- 
tween summer and winter. I doubt if they have been able to do as good 
a job as we have been able to do. Without any doubt, however, the 
seasonal effect on suspension of lake shipping and the shipment of iron 
ore has its effect beyond just iron mining; it is in the transportation, 
the port work, and probably many related industries. 

Congressman Buiatnrk. When you recognize the character of the 
area up here, you cannot be too quick in trying to blame any one in- 
dustry or group of industries or one separate economy for being re- 
sponsible. If I may disgress, I’d like to use a minute or two, Mr. 

hairman, to go one step backward, further back in the development 
of the resources in this area. 


TROUBLES BEGAN YEARS AGO 


I’m frankly quite surprised at how few people realize in this area 
these troubles we’ve had for these many, many long years—to go right 
back to 1920, and it’s way over a third of a century ago, when the tim- 
ber industry began to fade out, it failed to recognize the appalling 
fact, that the major troubles and difficulties of the area stemmed from 
the time when the first timber people came into this area. Had they 
followed just the most elementary practices of forest management that 
had been known for over 100 years, in Germany, Norway, Sweden, 
Finland we still would have timber. But they just cut it all down, 
smashed it and slashed it, and burned it a reburned it, until it 
truly became known as a cutover, burned-over area. 
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It’s been estimated conservatively by foresters and by private for- 
esters, State and Federal, that we would have had about seven to nine 
industries, at the least, in timber, furniture, in wood products, paper 
and pulp, other forms of new composition from new chemical ad- 
vances in the cellulose field—seven to nine industries of the size of 
Cloquet, Grand Rapids, International Falls. We've got three. Tim- 
ber industry employment is largely on a year-round basis. Had we had 
that situation, and we could have, the foresters tell us that all of the 
timber that had been taken out of this area could have been taken out 
and had these simple, elementary practices of good forest management 
been followed and practiced, that the equivalent of the original timber 
stand would still be here, to be here for the next thousand years. 
And that is the most disturbing thing and I think it’s good some- 
times to recount history and know what has happened in the past so 
we can better understand the situation of how we came here today. 

In the field of iron ore mining, you don’t quite have the latitude; 
you can’t let a rich pocket regenerate itself, as happens in certain 
radioactive fuels. When the ore is gone, it’s gone; and the only hope 
then is to go into your lower-grade ores and different forms of bene- 
ficiating, upgrading, to improve it, and hoping it’s going to be mer- 
chantable and competitive. 


LARGE DEPOSITS REMAIN 


Mr. Monracue. Iron ore is actually worthless unless it is taken out 
of the ground; but we have in Minnesota, as they have in Michigan 
and in northern Wisconsin, as well as Ontario and Labrador and 
Quebec, just enormous deposits of low-grade ore, or low-grade iron 


ore deposits or formation. 

Incidentally, while we have a lot of it in Minnesota, one thing we’re 
up against is that it is probably more difficult to concentrate our 
Minnesota deposits than, at least, those in Labrador and Quebec which 
are a coarser grain and don’t require the fine grinding as in Minne- 
sota. Well, as pointed out by some of the testimony before the Minne- 
sota Interim Committee, Michigan also has three plants, I believe, 
much smaller than ours, concentrating this low-grade iron ore. They 
are also working on something that is also coarser-grained but does 
not require the fine grinding, although it does require different meth- 
ods of separation. But if we can move along, if we can invest the 
capital, capital investment to go ahead with the concentration of our 
low-grade Minnesota iron ore formation, we’re going to have an in- 
dustry that will last indefinitely. 

Congressman Biarnik. At that point, Mr. Montague, I just take 
quite some exception with those who make policy out east and who 
rarely, if ever, come out here and see how we live here. That is only 
my personal opinion. We have several mining companies that went 
into taconite. Believe me, no one has more respect as a layman for 
those companies who undertook a venture so large that no single com- 
pany could undertake it alone. They had to band, Mr. Chairman, 
three to five companies together and move all their resources and 
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borrow from outside sources, over half a billion dollars; and I tell you, 
even by Federal standards of the $73 billion budget, half a billion dol- 
lars is a big undertaking. And they’ve done it. They’ve gambled 
everything in it and it’s got to work. They can’t just fail partially; 
they either make it or they don’t. They have to recoup its tremendous 
investment. What disturbs me is that the one company, not naming 
it even though it’s the largest has not made this investment. They may 
have good reasons but our negotiations are not good enough by contact 
to understand, to enable us to be more sympathetic. If that company 
is the strongest, most financially able to undertake a large taconite in- 
vestment why doesn’t it do so? Now, they may have good reasons 
for developing foreign ores, in Venezuela and up in Canada, and 
I’ve been sympathetic and I’d probably be opposed to attempts to 
levy tariffs which would be most unwise. But it has been done by 
smaller companies; why can’t it be done by a larger company ? 

Mr. Montacur. Congressman, every company is facing a different 
problem in ironmining. They have the problem of what other sources 
are available. There are problems with respect to getting together 
the necessary land, getting together the necessary water rights. Erie, 
for instance, had to get 90 square miles for its tailings disposal area. 
There’s one thing to do on one part of the range, and might be an 
entirely different thing to do it in another. There are a lot of prob- 
lems that have to be solved. 

I feel personally fairly close to quite a few of the companies, I 
still have confidence that Minnesota is going to go ahead in the taconite 
mining, but I don’t think you can expect it overnight because it takes 
longer than you think it should take. 

Chairman McCarrny. Mr. Montague, may I ask a question relating 
more closely to unemployment? Would it be your forecast that as 
the iron ore industry develops in Minnesota, that there’s likely to be 
greater stability in employment so far as the industry itself is con- 
cerned? In other words, that those problems which are in part the 
result of the nature of the mining industry at the present time, that 
these are likely to be moderated ? 

Mr. Montague. They certainly are going to be moderated to the 
extent that the industry, as it goes into taconite operations or con- 
centrating operations of that kind, an operation of that kind is going 
to be a 12-month operation; and to the extent they go into that, they 
are going to moderate very greatly the seasonal fluctuation, the em- 
ployees of Erie and Reserve. 

Chairman McCarrny. As that happens, the unemployment that 


does occur will largely be reflected in outside economic forces rather 
than internal forces? 


Mr. Monracuet. Yes. 


REGULAR UNEMPLOYMENT PROGRAM INADEQUATE 


Chairman McCartuy. As you have pointed out, in the course of 
the 1958 recession in the mining industry, it reached a point where: 
your regular unemployment program was inadequate and even the 
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supplemental unemployment benefits program was inadequate; at 
least, the fund was depleted. 

In the hearings on the Federal emergency unemployment compensa- 
tion program, a point was raised by one of the witnesses—or it may 
have been one of the members of the committee. This was whether 
or not it might be proper at a certain point to fix Federal responsibility 
regarding unemployment compensation. It could be on the basis of 
the number of weeks which it has run, and this would probably be the 
most reasonable standard; and after it passed a certain point, the as- 
sumption would be that this is unemployment which was—if you had 
some experience in the history of the industry—at least that this 
continuing unemployment was the result of forces outside the in- 
dustry itself, that, in effect, it became a situation which called for some 
kind of social responsibility or social support. Would you agree that 
this is a seasonable consideration ? 

Mr. Monrvacvue. I can’t say that I’m speaking for the industry in 
this respect; ’m just speaking personally. I don’t know the views 
of the industry. I think that, if there is an improvement in unem- 

loyment compensation, if it comes, should come probably along the 

ines you mentioned, where there is long-term unemployment. I 
think it has to be guarded against so that it doesn’t encourage persons 
to stay in one place and turn down other employment or turn down 
attempts to get other employment. But I do think that the cutoff of 
unemployment compensation at 26 weeks or 32 weeks or something 
of that kind, throw a man on relief maybe, is rather drastic, as a result 
of something which he is not responsible for. 

Chairman McCartuy. Congressman Blatnik asked you a question 
which came very close to one which I wanted to ask. When you 
responded, you said that you thought the swings in the transportation 
industry related to the mining industry; if they were added to the 
chart they would show greater peaks and lower valleys. Would the 
same difference appear if, instead of the number of employed, your 
chart would show, let’s say, the number of hours ? 

Mr. Montacue. Yes. 

Chairman McCarruy. In other words, you spread the employment 
by reducing the number of hours the individual might work. 


WORKWEEK AVERAGED 40 HOURS OR MORE 


Mr. Montacur. However, you'll find that, if you look at the table 
instead of the chart, that the only periods where we dropped below 
40 hours to any material extent was 1958. In other words, the average 
employment, as you will see in the table, has kept 40 hours or above, 
except for those periods, pretty regular. It is true, and I think it 
is a good thing, that in seasons of high demand, summer seasons of 
high demand, the workweek may go up to 46, 48 hours—the average 
workweek may go up to 45, 46 hours, which I think is better than 
take on more men and then have to lay them off at the end of the 
season. 

(Charts referred to are as follows :) 
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SCHEDULE A 


TaBLE VII.—Data pertaining to employees of iron mining industry in Minnesota 
1951-59 (by months) 





Number | Average Number | Average 
of em- hours of em- hours 
ployees | per week ployees | per week 


15, 549 
15, 873 
15, 816 
15, 903 
17, 700 
17, 666 
17, 900 
17, 812 
17, 778 
18, 275 
16, 618 
16, 180 
16, 172 
15, 915 
16, 069 
16, 136 
17, 914 


1955-—June _ 15, 730 40.6 
July 16, 465 40.2 
Amma. ..05.- 16, 750 41.3 
September. _ 16, 821 42.3 
October. __.-- ieee 16, 299 43.0 
November. . - ease 15, 828 43.4 
December. --- 15, 471 3 

1956—January 15, 192 
February 16, 152 
Moerolh........ dis 15, 989 

i 17, 899 

1 19, 046 
June 19, 712 
PE san ccna tee 15,006 
August. ...... “ 13, 486 
September - - 19, 124 
October. - ..- 19, 371 
18, 605 

December... 17, 699 

1957—January ---- 17, 401 
February__- 17, 130 
WS oa nedenncn a 17, 325 

17,799 
19, 226 
20, 033 
20, 088 
20, 312 
September - -- 20, 668 
October. - .--. 20, 068 

18, 444 

17, 391 

15, 955 


Pwonmc 


Nw OOo th 


CoP DS 





1953—January 
February 
March. - 


July_. 

Augus 
September. - --- 
a 
November 





May-.-.-. : 
June__.-- 14, 694 
oy. ..-- 15, 874 
August--_- 15, 944 
September 16, 069 
October. 15, 936 
15, 385 
15, 051 
1959—January - -_. —— 15, 181 
February -_- 15, 558 
MEGIGR. « ccccesas a 15, 625 

16, 499 
18, 504 
18, 568 
as ---| 118,970 
PS ccintinencmawmss 1 4, 235 
| es 1 4, 228 


1954—January 
February 


September 
OGRE. .<ncnee 
November.....- 


DP OUNNCWUNOCCOHO*NWNWNNNAAIHOWAADNN HOS RR roe 


DPNWOOUOKH NATE ROH COPS RAR ONOUONKOGFE COON 





36. 








1 Strike. 
ScHEDULE B 


TaBLeE VIII.—Nwmber of different wnemployment compensation benefits recip- 
tents from iron mining industry, by month, 1951-59 


1951 1952 1953 1954 1955 1956 1957 1958 1959 


January 470 565 810 1,635 | 4,770 1,670 | 2,020} 4,360 3, 590 
February 505 910 1,045 | 2,200} 4,030 1,570 | 2,140 | 5, 460 2, 140 
555 1,005 1,180 | 2,625 | 4,050 | 2,030 | 2,380] 5,560 1,970 
640 1,070 1,355 | 4,720] 4,160) 2,160] 2.780 7, 400 
295 515 550 | 4,100 1, 360 630 1,180 | 6,780 
135 145 225 1, 670 505 265 255 | 5,060 
545 170 915 240 595 200 | 3,070 
é 475 150 830 235 | 2,240 170 | 3,640 
September ) 120 140 1, 140 225 1,310 220 1, 860 
y 130 160 1, 885 205 240 635 1, 820 
November......-- 165 305 | 3, 580 655 790 1, 535 5 
December d 360 650 | 4,490 1,215 1,540 | 2,920 
| 


Source: Minnesota Department of Employment Security, research and statistics section. 
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Chairman McCartruy. Thank you very much, Mr. Montague. 

I have just one note for the record : that the statement of the Minne- 
sota AFL-CIO Federation of Labor be included in the record by their 
request, following the statement, which we included, by Mr. George 
Haberman, president of the Wisconsin AFL-CIO. 

Is there anyone else here who wishes to testify ? 

Congressman Buiatnik. Mr. Linne, weren’t you scheduled ? 

Mr. Linne. No; Mr. Montague spoke for the mining company. 

The Cuarrmman. The hearing will be adjourned. 

(Whereupon, the hearing was concluded at the hour of 4:20 p.m., 
on Thursday, November 19, 1959.) 








UNEMPLOYMENT PROBLEMS 
(Hibbing, Minn.) 


FRIDAY, NOVEMBER 20, 1959 


U.S. SENATE, 
SrrecraL CoMMITTEE ON UNEMPLOYMENT PROBLEMS, 
Hibbing, Minn. 


CHAIRMAN’S OPENING STATEMENT 


Chairman McCartuy. We appreciate very much the response here 
at Hibbing and on the iron range to these hearings on unemployment 
problems. I know that it was hard for some of you to get here because 
the highway was a bit slippery for us coming up from Duluth this 
morning. 

As you know, this Special Committee on Unemployment Problems 
was established by Senate Resolution 196 in September of this year. 
We were directed to make a full and complete investigation and study 
of unemployment conditions in the United States, giving particular 
attention to areas of critical unemployment, and we were directed to 
do this for the purpose of determining what can be done to alleviate 
such conditions and to report findings and recommendations to the 
Senate no later than January 31, 1960. 

The committee decided on certain places in the country which we 
thought were deserving of special study. We tried to select them so 
that we would have the basis for a report which would be sufficiently 
broad for legisiative action. We selected some of the coal mining 
areas because they have very special problems. We selected the city 
of Detroit and Michigan, because of the special industrial problems 
in that area. And, of course, we selected this part of Minnesota, in- 
cluding northern Wisconsin, because of the very special problems 
which you have this year and also the problems which you have had 
to face through many years. We therefore appreciate your presence 
here and look forward to the testimony which you will give. 

The first witness scheduled is your honorable mayor of Hibbing, 
J. J. Taveggia. 


STATEMENT OF HON. J. J. TAVEGGIA, MAYOR, HIBBING, MINN. 


Mr. Taveceta. Honorable Senator and Congressman, Governor 
Freeman, distinguished guests, and others, gentlemen, Hibbing, the 
center of the iron ore industry of Minnesota, has been and is basically 
a one-industry community. Our economy is governed primarily by 
the operation of the iron ore industry. The majority of our mining 
companies operate on a seasonal basis, weather conditions represent- 
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ing a major factor. When operations are discontinued a large group 
of our workers are unemployed. 

Unemploymen in the mining industry has cast its shadows on the 
majority of other businesses in this community, and through this 
automatically creates additional unemployment. Demand for labor 
remains almost dormant for many months. At one period during the 
year 1958 there were 3,500 workers in this area who were drawing 
unemployment compensation. This was caused primarily through a 
reduction in mining operations. 

Our area has just recently suffered one of the most acute hardship 
and unemployment periods in our history, due to the steel strike. 
True, the Taft-Hartley Act has been are, but many of our area 
workers have not been called back to work due to the discontinuance 
of mining operations. The majority of these workers have not been 
in a position to build up sufficient benefits to enable them to draw 
unemployment compensation, as the result of being unemployed during 
the year 1958 and a portion of the year 1959. 

This area has many unemployed workers over the age of 65 years. 
These are workers who have been retired by industry as well as the 
various governmental subdivisions, and who have been unable to 
qualify for social security, pensions, and public employees’ retirement. 
The mining industry pension had been very inadequate during their 
employment. 

UNEMPLOYMENT A BURDEN ON CITY 


This group of unemployed workers have come to depend solely upon 
our governing bodies for employment, and the situation insofar as the 
village of Hibbing is concerned has created a burden which the village 
council cannot cope with, in view of the fact that the operating rev- 
enues have been and are continuing to decrease each year. The Hib- 
bing Village Council levies on a mill rate, and the continual decreases 
in valuations have caused a considerable reduction in revenue, which 
is becoming more serious as time goes on. This places the Hibbing 
Village Council in a position of no longer being able to provide work 
for the unemployed. 

Since there is no apparent relief from the tax situation referred to, 
it is mandatory that an investigation be made of the possibilities of 
obtaining Federal projects which will provide employment during dis- 
tressing periods and when mining operations are at a standstill. It is 
my opinion that projects involving forestry, dairying, farming, peat, 
lignite, and other industries should be explored and developed, which 
in time would furnish employment for our people. 

It is my sincere belief that if some arrangement, through Federal 
or State assistance could be developed, our local mining industry could 
be encouraged to construct a taconite plant in this community. If 
~ should occur the outlook here would tend to indicate a bright 

uture. 

I desire to take this opportunity, on behalf of the citizens of Hibbing, 
to express to this committee my appreciation for your kind considera- 
tion in reviewing our problems. 

Thank you. 

Chairman McCarrny. Thank you very much, Mr. Taveggia. John, 
do you wish to comment on this. 
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STATEMENT OF CONGRESSMAN BLATNIK 


Congressman Burarnik. At the outset I want to thank the 
mayor of the village of Hibbing for the splendid cooperation he has 
given us, and for having made advance arrangements to turn over 
the facilities of this splendid courtroom for these hearings. 

Mr. Chairman, we have many first-rate witnesses representing dif- 
ferent sectors of the economic and political and civic life of the entire 
iron range who will be able to give you first grassroots testimony 
based on experience which I believe will be most important. 

We appreciate your making a special effort to bring the prestige and 
the concern of the U.S. Senate, which we in the House refer to as the 
upper body, to areas such as this one which suffer from chronic per- 
sistent and serious economic problems. May I assure my very good 
friends in the audience that only because of other commitments other 
members of the subcommittee are not here. The purpose of this 
hearing is to write a complete record which I assure you will be read 
and reread and evaluated most carefully, not only by the members of 
the subcommittee but also by the entire Congress. I know Senator 
McNamara wanted very much to be here today, but he is conducting 
his own old-age hearings. Senator McCarthy, we thank you for 
bringing this committee to our area, and it is a pleasure and privilege 
to be permitted to attend and sit in as an observer. 

Chairman McCarrtuy. The next witness scheduled is the Governor 
of the State of Minnesota. 


STATEMENT OF HON. ORVILLE L. FREEMAN, GOVERNOR OF THE 
STATE OF MINNESOTA 


Governor Freeman. Senator McCarthy, Congressman Blatnik, 
ladies and gentlemen, first I would reiterate what the mayor of 
Hibbing has said. Speaking as the chief executive of this State, 
we are grateful to the committee for coming here, hopeful that from 
the information we seek to direct to your attention there will flow 
programs that will be constructive in meeting some of the challenges 
that are very real and very grave. I think the feeling in this room 
and the fact that there are so many people from throughout this 
entire area dramatizes better than my words that there are grave 
problems to be met. 

Those problems, as we face them now at this immediate date, are 
interpreted in terms of the steel strike and the consequent hardship 
that flow from it to the people in this area. We all hope and pray 
this will be satisfactorily resolved and the people can look forward to 
a settlement of the issues that have caused the present stoppages and 
the grave hardship that exists. That is something, however, that 
fundamentally, here in Hibbing, on the range, and in terms of the 
State government, we are powerless to influence. It is not the direct 
subject of these hearings, but it sets out boldly some of the basic prob- 
lems that you are here to review. 

While I speak here this morning with grave concern, it does not 
grow from a pessimistic outlook. It is my belief, based on not a little 
study and review and the work of the people here and in various 
areas of the State government whom you will hear from shortly, that 
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potentially this area can and will be one of the most important con- 
tributing forces in the development of our State and our Nation. 

I speak particularly about the vast natural resources which have 
not been, after the cream was skimmed off in the past, as effectively 
exploited as they should. With new technology they assume very 
real new promise. A combination of these resources, plus technology 
and new and improved transportation which rapidly transforms this 
area from a hinterland to a heartland, gives us a very substantial 
potential. As a State, we have sought in a number of ways to help 
develop this potential, and we propose to redouble these efforts within 
the limit of our resources. Obviously, of course, there are some practi- 
cal limits. We can’t do this job alone. It is a job that the entire 
Nation needs to tackle. In a very real sense the entire Nation has 
profited from some of the practices that have caused some of the 
problems we have here today. 


UNIFIED PROGRAM NEEDED 


I believe from your deliberations and, hopefully, the action of the 
Federal Government, can come a unified program combined with 
Federal, State, and local government and with private resources look- 
ing to the development of this area for its benefit and that of the 
Nation at large. Now, this, I think, is vitally important to the 
future of our country. Even if it were not, our country as a whole 
owes, I believe, some very special considerations to this kind of an 
area which has been exploited in the past but which now has the 
promise of fruitful development and great contribution to the rest of 
the Nation. 

Modern economic interdependence is such today that prosperity in 
any given region depends to a large extent on prosperity of the entire 
Nation. Special characteristics of this part of Minnesota are such 
that there is greater than average dependence on nationwide factors 
than is usually the case. For example, during the 1958 recession, the 
range had 25,000 unemployed, amounting to 13 percent of the work 
force in this area. In the rest of the State of Minnesota about 9.6 
pacent of the work force, was unemployed. We find a particular 

ramatic emphasis here in terms of national developments and their 
impact on this particular area, and one, I think, that points up the 
need for special concern. 

There is much detailed facts and background that representatives 
from State government stand ready to Reesiiots you. In this room 
we have our conservation commissioner, Dr. George Selke; the com- 
missioner of employment security, Frank Starkey; the commissioner 
of business development, Jim Clark: and, the commissioner of our 
iron range resources and rehabilitation commission, Kaarlo Otava; 
all of whom will develop further the material I will present here 
today at your request. But let me highlight three points that empha- 
size the unique needs and also the very real potential of this area: 
First, the degree of dependence on mining; second, the seasonality of 
the most major occupations; and third, the present status of resource 
utilization. As has been said, the largest single employer of man- 
power is the mining industry—which employs about 16,000—plus 
about 6,000 employed in the transportation of ore. The seasonality 
of the iron-ore industry is such that it may fluctuate as much as 5,000 
workers between the high and the low months. 
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DEVELOPMENT OF TACONITE 


This, combined with the fact that in recent years high-grade ore 
has been depleted plus the new technology that employs more machines 
and fewer people, has intensified the unemployment problem. Now, 
a good start toward remedying this situation has been made in the 
development of taconite. In 1955, taconite plants accounted for 10 
percent of the total mining employment, but by 1958 they accounted 
for 29 percent. Continued development of taconite should materially 
stabilize employment. These plants work 24 hours a day throughout 
the year. ‘Taconite concentrates require about 2 or 214 times the 
manpower per ton than do direct shipping ores. The taconite indus- 
try is still subject to the effects of a national recession, and we saw 
that very dramatically in 1958. We, ia Minnesota, are doing every- 
thing we can to try and encourage and stimulate the development 
of taconite. 

Now let’s take a look at the seasonal factors. Mining is not the 
only industry subject to wide seasonal fluctuations. It applies to the 
tourist-vacation-travel industry and it applies in part to the timber 
industry—to the wood, timber, and related wood products—although 
substantially less in the latter. We have an employment in the pulp 
and paper industry of 6,500 people, with a seasonal fluctuation of 
about 500, and we are doing everything within our power to further 
lumber products; and I believe there is a great potential in woodwork- 
ing, especially. 

The efforts to develop the economic in this area must be directed to 
better utilization of resources. That affects low-grade ores, the pro- 
duction and processing of wood products. It affects farmland, tour- 
ists and travel, and other related industries which can and should 
further be developed here, so that we can have a diversified and 
stable base. Now, when we ask the Congress and the Federal Gov- 
ernment to give thoughtful consideration and some positive assistance 
in this area we are doing it from a background of a State that has 
been and will continue to be active. We are not sitting here saying 
to the Federal Government, “You do this.” We are doing a great 
many things, and will continue to do them, whether the Federal Gov- 
ernment acts or not; but the kind of action which can trigger the 
kind of development we need and which can meet the problem that we 
face today cannot be accomplished alone. 


NATIONAL LEGISLATION VITAL 


Permit me to touch on a few of the things that have been done. 
We have strengthened and improved our unemployment laws, and 
we will continue these efforts. Senator McCarthy, you are apprised 
of the needs in this connection. National legislation is vital and 
important to sound unemployment insurance. We in States that seek 
to strengthen this program should not be subject to the kind of 
competition that we get from other States that take it out of the hides 
of their epople, to put it in direct colloquial language. There is three 
times as much unemployment in this area; perhaps it can be said that 
adequate unemployment insurance is therefore three times as impor- 
tant here as in the rest of the State. In any event, subject as it 1s to 
seasonal fluctuations, it becomes of great concern. 
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During the 1958 recession, when the Federal Government by and 
large failed to act, we held a special session of our legislature. Many 
legislators—the majority leader, among others—are here today. That 
special session appropriated $114 million to be spent for public works 
and to try and provide employment. We acknowledge that is not a 
great amount of money ; but. in our budget it is a significant amount. 
This was not made work. This money was expended for permanent 
improvements of great importance. Some of these projects have been 
carried out in our parks to help meet the enormous demand for this 
kind of facility. 

Third, the iron range resources commission, with which both of 
you gentlemen! are intimately familiar, has the particular responsi- 
bility to seek to bring about economic development and expansion. 
Permit me to touch upon a few of the things that we have done. We 
start from the premise that we cannot act or plan our program unless 
we have information, and a great deal of information has been gath- 
ered and more is in process of being gathered. For the first time we 
know, in connection with Minnesota’s forest resources, what they are— 
the type, quantity, location—and we know that we are far short, inci- 
dentally, of utilizing our annual growth. We recently completed a 
very exhaustive tourist-travel-vacation survey, which leads us to a 
better understanding of what we must do to tap this potential. We 
have continued to push research and information gathering in the 
field of iron ore, with emphasis, of course, in terms of the low-grade 
potentials, the feasibility of the manufacture of charcoal, and the de- 
velopment of peat. These are but a few of the programs that are 
underway. 

DEVELOPMENT OF RESOURCES 


We are adding constantly to our knowledge of water resources and 
what we can do to utilize it better and dramatize its importance. All 
of these things contribute to our efforts to plan with some consistency 
and purpose. The IRRRC has spent about a million and a half dol- 
lare for research on the beneficiation of iron ore, and that goes on cur- 
rently. A great deal of work has been done in connection with peat. 
Again, we do not have complete information, but for the first time 
we have a good idea of the minerals found in peat: where it is, and 
how it can be best utilized. Marl is another resource yet relatively 
untapped, which potentially could supply much needed lime for Min- 
nesota’s soil. We know, too, that we have the largest known deposit 
of manganese in the United States, and I could list other ores such 
as nickel and copper. 

Today we get more income from our forest products in Minnesota 
than we did in the heyday of lumbering. We seek to continue re- 
newing that resource, while in the meantime we seek to accomplish 
its utilization. The commission has aided the counties in planting 
74% million free seedlings and in working to develop better manage- 
ment in the counties for these forest lands. We have been aggressive 
in connection with new industry and its diversification potentials. 
Industrial surveys of the North Shore, the Mississippi headwaters, 
the Cuyuna Range and the Ely area have been made. I believe new 
industries can and will be brought here as we are able to promote an 
interest in this area and as some assistance in terms of the capital 
potential can be made available. 
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The importance of capital can be seen in terms of some of the suc- 
cessful industries which were assisted by the IRRRC. I refer now to 
Chun King, Ford Products and Superwood Co., in Duluth, Cedar 
Products Wood Processing Co., in Deer River, Arrowhead Seed 
jrowers in Cook, McGregor Manufacturing Co. in McGregor, Arrow- 
head Canning Co. in Grand Rapids, Nu-Ply Corp. in Bemidji, Maple 
Syrup Co-op. in Grand Portage, the Multi-ply Corp. plant and the 
Lookout Mountain Ski Slide in Virginia; and this only scratches the: 
surface. If we had the necessary capital there would be many more 
similar operations in this area today. 


DEVELOPMENT CORPORATIONS FORMED 


The Department of Business Development has assisted in the forma- 
tion of 13 development corporations in the 16-county area, and ] 
might well add that Minnesota with 150 development corporations 
locally has more of them than any State in the Union. I think in 
terms of the effectiveness of local government in its promotion and co- 
operation we have the best program in the entire country. Three 
communities, in addition, are benefiting from community planning 
advisory service, with which both of you gentlemen are thoroughly 
familiar. In terms of the State overall, our promotion-travel-ad- 
vertising programs benefit the entire State. The recent Arrowhead 
tourist survey also emphasizes the need for investment capital. We 
need better utilization of resources here, we need better facilities, and 
this again relates to the availability of investment capital. 

I referred earlier to the importance of improved transportation 
which will permit the triggering of the broad resource base through 
the medium of new technology. You are all familiar with the devel- 
opment of the port of Duluth. Much can flow from it, and I am sure 
that was covered yesterday. The new highway network rapidly 
moving forward here, with which Congressman Blatnik is particularly 
appraised and for which he deserves a substantial degree of credit, 
will contribute to more and more travel and tourism in this area. We 
want to be ready to take advantage of it. The Duluth-Superior 
Bridge will soon be open. It ties into the Mackinac Bridge in Michi- 
gan, and together they open the entire eastern part of the United 
States to direct automobile traffic. Trunk highways Nos. 2, 53, 61, 
169, 210, to mention only a few, are being improved constantly. 

So these are a few of the things we want to bring to your attention. 
We do it, not to say that we have done a magnificent job, by any means, 
and not to say there isn’t more that must be done, but to assure you 
that we are not sitting back and saying, “Let Uncle Sam do it.” 

In the local communities here and in the State we have been active 
and aggressive, we are going to continue to be active and aggressive. 
Our capacity, however, is sharply limited. It will continue to be 
limited because of the pressure for ongoing government services on a 
statewide basis. So long as the Federal Government continues to 
withdraw—as has been the pattern in the past—from seeking to make 
these services available, a greater and greater part of this burden 
falls on the States. Our commissioner of taxation can bring this 
more fully to your attention. 
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WITHDRAWAL OF FEDERAL SUPPORT 


If the Federal Government is going to support less and less of the 
needed services, which has been the practice these last years, and if 
we are going to be subjected to—and we properly, I think, hold the 
Federal Government responsible for this—recessions, with a sharp 
cutback in tax revenues, our resources, limited as they are, become 
even more limited in terms of the capital investment essential to tap 
the potential of this area. And so we are doing, we believe, all we can 
do, and will seek to do more if it is possible at all. We need a com- 
bined effort here, a partnership relation—and may I refer to a few 
more specific points and hope they will be considered as you go over 
the information you are gathering around the country. 

I have referred to the development of new resources, and have said 
before this requires research, encouragement, and substantial invest- 
ment in wood products, in minerals, in tourist facilities, and other 
potential industries, applying the assets of this region for productive 
purposes. Wecan and will have a diversified industry base here when 
we can provide the type of help that is needed. I refer specifically 
to—and both of you gentlemen, again, are thoroughly familiar with 
this—the distressed area bill, and the community facilities bill related 
to it. Both of these I feel are essential. 

I don’t like to use the word depressed to describe this area because 
this region has been a leading contributor in developing our Nation, 
and some of its problems are a result of its contribution. It has 
enormous potential, but with such potential investment capital is es- 
sential. These Federal programs combined with what the States 
could do could trigger great progress. 


FARM PROGRAM NEEDED 


Secondly, we need a farm program. The literal depression level of 
farm prices—the 15 percent fall in farm income this year and the pro- 
jected fall next year—has again a more adverse effect on the people 
in this area. There are 45,000 farm workers in agriculture here. 
The need for a sound long-term farm program is dramatically ap- 
parent, in every one of the rural communities in this area. 

Thirdly, we have a definite problem where Indians are concerned. 
I met with Federal authorities in connection with this a few weeks ago 
at the State capitol. We must have some recognition of who is re- 
sponsible for dealing with our Indian population. We are in this 
ludicrous position now. An Indian who leaves the reservation, where 
he receives relief and assistance, and takes a job in another part of 
the State, is unable to get any relief if he becomes unemployed. 
When he returns to the reservation the probabilities of assistance also 
are slim. This is but one indication. Two percent of our population 
are Indians, but they account for 7 percent of our welfare expendi- 
ture. Here, again, I might add, the State has sought to act in a 
variety of ways, not the least of which has been the development of a 
cooperative for the utilization of some of our maple sugar trees, which 
we hope will be an expanding industry using a plentiful natural 
resource. 
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Then we need further information, despite the programs underway, 
about ore, about water, and about timber. And we need to know more 
about iron ore and particularly to know more about taxes, and we need 
it from an industry that has been unwilling to give that information. 
I have personally sought, from the leaders of the iron ore industry 
the information in connection with the competitive effect of taxes on 
iron mining, particularly in relation to foreign sources. I have been 
told politely that this is none of my business; I have been absolutely 
refused that information. 


FOREIGN COMPETITION 


If Minnesota is being subjected to competition from foreign sources 
that is affecting the development of this resource, I as Governor am 
entitled to know it. I have said to the industry I would be the first 
one to recommend action to do something about it in this very town 
almost 5 years ago, and was told politely that the information was clas- 
sified. I was told the same thing by the president of United States 
Steel in my office about 2 years ago. Now, if we are going to deal with 
problems, we must have information, and if the steel industry refuses 
to give information about costs, about taxes, and about production in 
connection with foreign sources, I think that information should be 
compelled one way or another. We in Minnesota cannot do that; I 
think the Congress can; and I for one would like to know. In seek- 
ing to protect the people of this area, to protect the tax base necessary 
to the services that they and the rest of the State want, I for one feel 
that we must have a factual, honest, and impartial appraisal of the 


facts. I would ask this committee to ask the Congress to insist that 
the steel industry make available information they have refused to 
the Congress and to che State. 


FEDERAL MINIMUM WAGE STANDARD 


Fifth, I think we should raise Federal minimum wages and estab- 
lish national standards for unemployment compensation. We should 
not be subject to the kind of competition that is based on low stand- 
ards we don’t have and that everyone in this area would consider in- 
tolerable. 

Finally, we need to have a national program for economic growth. 
We have seen our Nation progressively fail to meet the minimum 
standards for economic growth. There are varying figures in con- 
nection with this, but a 4 to 5 percent growth of our economy is both 
essential and realistic. As widely divergent sources as the Rocke- 
feller reports, and Leon Keyserling, the former Chairman of the Presi- 
dent’s Council of Economic Advisers, have agreed that we can, should, 
and must attain this level. We have been in the last 6 years averaging 
between 114 and 2 percent. If this country had been growing eco- 
nomically as it should, the problems in this area would be much less 
grave than they are today. The problems in all States of providing 
the services our people need to care for our physical and mental health, 
the aged, and the education of our youth, would be minimal as well. 
We have estimated that this level of economic growth would have 
meant a hundred million dollars a year tax revenue for the State of 
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Minnesota on the present tax base. I think the time has come for 
some kind of imaginative direction of programing so that we can have 
that kind of growth without being subject to a roller coaster national 
economy on the peak one year and down in the valley the next. We 
cannot plan to provide the services we need when our national economy 
moves in fits and starts. 


MINNESOTA A HIGH COST POWER AREA 


And, finally, we need to know a bit more about power in this area. 
I was interested in the comment on this subject yesterday. This is a 
high-cost power area. Hopefully, natural gas might help. The 
comparison of the power cost being charged by the public utilities and 
the cost figures of the taconite plants that are producing their own 
power today ought to be reviewed. I suspect that power rates could 
be substantially lowered. I would urge that this whole matter be re- 
viewed. We need cheap power here because cheap power applied to 
this raw-material resource base spells a growing and expanding 
economy. 

So, in summary, I again say that we are grateful to you for coming. 
We approach you with a real sense of gravity which is, of course, ac- 
celerated by the enormous difficulties which have accompanied the 
nationwide steel strike. The backdrop of this current situation is one 
of an area subject to recession and seasonal fluctuations, an area that 
has been exploited in terms of its timber and iron resources, but an 
area which, based upon its low-grade ore, has enormous potential if 
we can bring to it the technology that is unlocking new frontiers else- 
where everyday. The State of Minnesota cannot do it alone any 
more than can the local community. 

So we emphasize that we stand ready to cooperate in every way 
possible in the development of a real program with specific guidelines 
and timetables to bring about an integrated development of this area. 
We seek diversified economy to take advantage of the skills and train- 
ing of the people and the wonderful public facilities that have been 
built here. Indeed, this can be a spark to further the development of 
our State and a very vital and important force in the continuing 
growth in our Nation. 

Thank you. 

Mr. McCarruy. Thank you for this most excellent testimony, 
Governor. 

Chairman McCartuy. Thank you for this most excellent testimony, 
Governor. Of course, we in Minnesota do know of the efforts that 
have been made through the State government and the cooperation 
of local governments and individuals in this State to meet problems 
to which you have referred. I would say that the testimony which 
you have presented is the most comprehensive and the most pointed 
that we have received in the course of all these hearings dealing with 
the broad problems of stimulating the national economy. It is nec- 
essary to meet the needs of the people who are unemployed, of course, 
but also to meet the needs which this Nation must respond to if it is 
going to assume the full measure of leadership which the world is 
expecting us to assume. And I appreciate your coming here to 
Hibbing and giving this testimony and I appreciate too, the com- 
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prehensive nature of the testimony you have presented. I want to 
thank you again. 


PREPARED STATEMENT OF ORVILLE L. FREEMAN, GOVERNOR, STATE OF MINNESOTA 


I appreciate this opportunity to testify regarding unemployment problems here 
in northeastern Minnesota. In this area we have a region that has, in the past, 
contributed magnificently to the economy of the entire Nation—a region that has, 
for the future, great potential for further contributions to the economy of the 
people of Minnesota and of the United States—yet it is a region that suffers 
from unemployment and its attendant problems to an unnecessary and undeserved 
extent. 

MINNESOTA PLANS FOR PROGRESS 


Here in Minnesota we have sought vigorously to find and put into effect 
measures to mitigate the economic hardships that repeatedly affect this area, 
and to utilize the great potential that can be developed here. We have met with 
substantial success in many of these measures. We have developed, and are 
developing, plans and programs that will bring about further success. 

We have studied and surveyed our resources, and have found great potential. 
We know that our great abundance of lower grade ores needs only the applica- 
tion of new knowledge and techniques to be translated into economically valuable 
assets. We have laid the groundwork to formulate a definite program to make 
the most of these mineral assets, to multiply many times the value of our travel- 
vacation resources, to develop our forests into a continuing supply of material 
for an expanding wood-products industry, and to thus offer opportunity for the 
highest development of the heuman resources that are so great here in north- 
eastern Minnesota. 

The plans we are formulating enable us to visualize a great future here. We 
fully intend to make these plans a reality, and we are prepared to direct our 
State programs to that end. But the nature of the problem is such that State 
measures alone will not suffice to bring about the economic health and the degree 
of prosperity that the natural and human resources of this area warrant. 


DEPENDENCE ON NATIONAL ECONOMY 


Modern economic interdependence is such that prosperity in any given region 
depends to a large extent on prosperity in the entire Nation. But the special 
characteristics of this part of Minnesota are such that there is greater than 
average dependence on nationwide factors. Its greatest single industry, mining, 
is especially sensitive to the national economy. During the 1958 recession there 
were 25,000 unemployed, amounting to 13 percent of the work force in this area, 
whereas the unemployment in the rest of the State was only 8.2 percent of the 
work force. In the spring of 1959 this area had 9.6 percent of its work force 
(19,000) unemployed, when unemployment in the rest of the State was 6.2 
percent (75,000). In other words, with about 13 percent of the State’s labor 
force, these 16 northeastern counties had 20 percent of the State’s unemployed. 


CHARACTERISTICS OF REGION 


Detailed facts and figures that portray the characteristics of employment and 
other economic factors in this area are being presented by other State officials 
testifying at this hearing. I want to highlight only a few of these as a back- 
ground for certain recommendations. The degree of dependence on mining, the 
seasonality of most of the major occupations, and the preseent status of our 
resource utilization are three factors that must be considered in our plans for 


the future. 
DEPENDENCE ON MINING 


The largest single employer of manpower is the iron mining industry, which 
employes about 16,000, plus about 6,000 employed in the transportation of ore. 
The seasonality of the iron-ore industry has been such that it may fluctuate as 
much as 5,000 workers between the low and the high months. 

Im recent years the depletion of high-grade ore plus the new technology that 
employs more machines and fewer people have intensified the unemployment 
problem—but a good start toward remedying this situation has been made in 
the development of taconite processing plants. In 1955 taconite plants ac- 
counted for 10 percent of the total mining employment, but by 1958 they 
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accounted for 29 percent. Continued development of taconite should materially 
stabilize employment. These plants work 24 hours a day throughout the year. 
Taconite concentrates require about two or two and one-half times the man- 
hours per ton than direct shipping ores, and this should help substantially. But 
the taconite industry is still subject to the ill effects of a national recession, as 
shown by layoffs during 1958. However, Minnesota has done and is doing all 
it can to encourage development of taconite processing and the development of 
methods of using other low-grade ore. 


SEASONAL FACTORS 


Mining is not the only industry with wide seasonal fluctuations. The tourist- 
vacation-travel industry is decidedly seasonal at present. But successful begin- 
nings have indicated that good promotion and good facilities can result in 
development of real winter sports and vacation activities. Thus in this field, 
too, we are working toward eliminating factors that make for seasonal unem- 
ployment. . 

The cutting of timber is an occupation that can be engaged in during winter 
months, and opportunities in this field can and should be greatly increased. The 
pulp and paper industry employs 6,500 people, and in this field the fluctuation is 
much less than in mining, amounting at the most to about 500. We are working 
toward a greatly intensified development of wood products industries in this area, 
to increase direct employment, and to expand the market for thousands of others 
who could work at least part time in cutting and marketing the surplus timber 
that is available. 

RESOURCE UTILIZATION 


Our efforts to plan for prosperity in this region must be directed along the 
lines of the best utilization of resources. Thus we will develop our low-grade 
ores, and we will expand our production and processing of wood products. 
Much of the farmland in this area is marginal when used as cropland, but could 
become productive of profitable timber stands if managed properly. 

We are only just beginning to utilize the resource that consists of our location 
at the heartland of a continent. The seaway starting at the port of Duluth 
will be a major impetus to industrial development, particularly of industries 
that use raw materials available in the area. 


STATE ACTION TO IMPROVE CONDITIONS 


As a State, Minnesota has done much to improve economic conditions in this 
area. Even at times when conditions far beyond our borders constituted the 
basic cause of economic problems, our State has acted. During periods of reces- 
sion and serious unemployment we made special efforts to provide special projects 
that would provide work. We improved our unemployment compensation law— 
an action of especial value to this region because here the incidence of unem- 
ployment is about three times greater than in the rest of the State. 

During the 1958 recession we called a special session of the legislature in order 
to provide $114 million to speed up public works and provide employment in this 
area. Much of this expenditure provided more than temporary relief, for the 
improvements have constituted permanent investments that bring continuing 
returns. For example, the improvement of campsites in our parks made it 
possible to more nearly meet the demands of tourists this past summer, and thus 
enhance our tourist industry. 

A great share of our activities to improve conditions in this area is carried 
out by the iron range resources and rehabilitation commission (I.R.R.R.C.) 
which was set up for the purpose of developing economic opportunities in 
areas where natural resource depletion warrants such action. 


NEW KNOWLEDGE 


As an essential first step to sound planning we have made surveys, assembled 
existing information, and sought new knowledge about the resources and 
potential of this area. We have made special surveys of forest resources, water 
resources, and tourist-vacation possibilties. We are constantly seeking to find 
out the nature and the value of the minerals that lie buried under the surface. 
We have stimulated research in the use of low-grade ore, in the manufacture of 
charcoal, and the utilization of peat. We try to base our programs for the 
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conservation and wise utilization of all our resources on the best knowledge 
available. 
MINERAL RESOURCES 


Minnesota has tailored its tax program to provide incentive for the develop- 
ment of ways to utilize low-grade ore, and the I.R.R.R.C. has spent more than 
$114 million for research for its beneficiation. 

The I.R.R.R.C. has done a complete job on research in ways to utilize Minne- 
sota’s great supply of peat. We are promoting its development as a valuable 
resource that is already producing substantial returns. This part of Minnesota 
has 60 percent of the known supply in the United States, and we expect to be able 
to utilize this resource to great advantage in the future. 

Our survey of marl resources indicates the potential for supplying much 
needed lime for Minnesota soil. And we have learned that the Cuyuna Range 
contains the largest known deposit of manganese in the United States. 


FOREST PRODUCTS 


The once great forests of this area were ruthlessly exploited 50 years ago, 
yet today wood products industries produce more income than lumbering at its 
peak. In this field there is a great potential that we have only begun to use. 
New technology in the whole wood products field holds great promise. 

Both our conservation department and the I.R.R.R.C. have worked steadily 
to renew and improve our forest resources. We have assisted the counties in 
planting 744 million tree seedlings in the past 4 years on publicly owned lands, 
and have helped many of them with the management of these tax forfeited 
areas to such an extent that many are now under profitable operation. We 
have helped to promote good management of privately owned as well as publicly 
owned woodlands. We have helped small loggers market timber. We have 
built multipurpose access roads, that help loggers as well as tourists and 
vacationers. 

We have laid the basis for an expansion of wood products industries that could 
do so much for the economy of this area. 


NEW INDUSTRY AND DIVERSIFICATION 


The I.R.R.R.C. has made special industrial surveys of the north shore, the 
Mississippi headwaters, the Cuyuna Range, and the Bly area. We are looking 
toward the promotion of new industries to diversify the economy, to make it 
less dependent upon one or two factors, and to offer new employment. 

A listing of IR.R.R.C. projects indicates the effectiveness of the State’s 
action. It has helped to develop: Chun King and Superwood in Duluth, Cedar 
Products Wood Processing in Deer River, Arrowhead Seed Growers in Cook, 
McGregor Manufacturing Co. in McGregor, Arrowhead Canning Co. in Grand 
Rapids, Nu-Ply in Bemidji, the Maple Syrup Cooperative in Grand Portage, 
Multiply Plant in Virginia, and the Lookout Mountain Ski Lodge in Virginia. 

The Minnesota Department of Business Development has assisted in the for- 
mation of 13 industrial development corporations in this 16 county area. In 
addition, five counties have areawide associations interested in industrial devel- 
opment. Three communities are benefiting from community planning advisory 
service. Efforts to sell Minnesota include the selling of this potentially great 
part of our State. 

TOURIST-TRAVEL-VACATION 


We foresee a great future for the travel-vacation industry in Minnesota, 
because the demand for the superb resources we have in this field will con- 
stantly increase with the growth of population and the increase in leisure time. 
Thus we are working to improve our facilities as much as possible. 

The I.R.R.R.C. arranged for a tourist facilities survey that can result in great 
expansion of this industry along with more and better vacation and tourist 
facilities. Conservation efforts to improve our lakes and streams, our game 
and fish resources, and our access to these, as well as constant improvement of 
our parks offer material help. 

HIGHWAYS 


Minnesota’s rapidly expanding highway network brings this entire area closer 
to other parts of the United States. The Duluth-Superior bridge now under 
construction ties in with the magnificent Mackinac bridge of Michigan opening 
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up the entire eastern part of the United States to direct automobile trafiic. 
Trunk highways Nos. 2, 53, 61, 65, 169, 210, to mention only a few, are being 
steadily improved, and will permit quicker and safer travel. Indeed, this area 
is no longer a hinterland, it becomes more and more the heartland of America. 


RECOM MENDATIONS 


I have not attempted to summarize all the things Minnesota has done, but 
rather to illustrate how—in many fields—we have taken action and considered 
programs to develop the greatest economic potential for northeastern Minnesota. 
We look forward to formulating and implementing comprehensive plans to that 
end. 

In two statewide resource conferences, and in constant study, we have come 
to several conclusions about our needs and possibilities. 


I 


There is great potential for the development of new resources, but this will 
require continued reseahch, encouragement, substantial investment, and Govern- 
ment action. 

I have already noted that Minnesota has given tax incentive to the develop- 
fent of low-grade ore processing. We have surveyed the mineral resources. 
We have laid the groundwork for a very successful development of peat. We 
know that our forest products are not being used at much more than half their 
potential now, and that new wood products industries would be of great benefit 
to people in this area. We are also planning to greatly increase our wood 
production in the future. 

Because of the effect of the national economy on this area, and because of the 
great contribution this region has made to the national economy, we believe 
that there is a national responsibility to help in the development of this potential. 

We therefore urge the enactment of measures to provide for assistance in 
bringing new industries to this area, such as were proposed in the distressed 
area bill and the community facilities provisions. Investment funds are 
especially necessary to develop the diversification that is essential for a healthy 
economy in this area. 

0 


A really effective national program for agriculture would help materially to 
raise the economic level of this 16-county region. 

About 45,000 farmworkers and operators here have agriculture as their main 
source of income, although over half of these seek other supplementary employ- 
ment. The economic plight of farmers the Nation over has affected the economy 
and the employment picture here. A really effective farm program would pro- 
vide fair prices, which would help all farmers. Such a program would also 
provide for improved land utilization including incentives for reforestation 
where the production of trees is the best use of the land, and this program would 
be of special benefit for the long term improvement of the economy of north- 
eastern Minnesota. 


Chairman McCartuy. The next witness is Mr. Eugene C. Howes, 
representing the Iron Range Labor Assembly. 


STATEMENT OF EUGENE C. HOWES, IRON RANGE LABOR 
ASSEMBLY 


Mr. Howes. My name is Eugene C. Howes, and I am representing 
the Iron Range Labor Assembly at this hearing this morning. I 
think the best job I could do now would be to say amen to what the 
Governor has just got emai saying. I think he has done a terrific 


job in pointing out some of the problems that we have here in this 
particular area. I am going to be very brief because I know that 
there are a number of very good witnesses, so I merely want to state 
to you now this assembly represents some 62 local unions, with a total 
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average membership of 20,000 within the area extending from Deer 
River to the west through Ely to the east. 

In the past the economy of the area was dependent on mining, 
timber, and dairying. Mining was, of course, the basic industry of 
the area, but many of our people supplemented their incomes by 
cutting timber and selling it, and others lived on small farms around 
the area, thus supplementing their annual earnings; however, this 
situation no longer exists. The large timber producers have taken 
over complete control of that industry to the extent that no timber 
can be sold except that which is channeled through the major 
producers. 

Dairying in this area in the last 10 years has been wiped out. for 
the small farmer. The major portion of our milk is now shipped in 
by tank truck from the central and southern sections of Minnesota. 

As for the building and construction trades, since 1957 over 68 per- 
cent of that membership has been forced to leave the area to find work, 
and those who have remained have been working on a short-season 
basis. 

To sum this all up, it means that the economy of the working people 
has been reduced by about 40 percent since 1957, and unless some ac- 
tion is taken at once this condition will rapidly become worse. 

So, what can be done about this? We believe that this problem is 
the responsibility of the National Legislature and the national admin- 
istration, and the evidence of this is the fact that the Federal Govern- 
ment has been so concerned about the mining industry that on the 
seventh of this month they invoked an injunction against the miners 
in this area to force them to return to the mines in order that more ore 
could be shipped before the freezeup. (Incidentally, the vast majority 
of these miners were given layoff slips when they were forced to re- 
turn, and most of these who were returned to work did so at a reduced 
workweek of 32 hours.) 

RECOMMENDATIONS 


We are at this time urging the passage of the following legislation 
as a means of correcting part of our problem: 

1. We urge that legislation be enacted immediately upon the open- 
ing of the 1960 session of Congress to provide an effective program to 
alleviate conditions of substantial and persistent unemployment and 
underemployment in economically depressed areas, such as this one, 
where money can be provided on a long-term loan basis, to assist these 
areas in planning and developing and encouraging diversified indus- 
tries that will bring about a more stable economy for the workers in 
the area concerned. We therefore urge the passage of Senate bill 722, 
known as the Area Redevelopment Act. 

2. We recommend that legislation be enacted immediately upon the 
opening of the 1960 session providing for loans to communities on a 
long-term basis to assist in the provision of essential works or facili- 
ties by State and municipalities or other political subdivisions of the 
State. We refer at this time to H.R. 5382, introduced by Representa- 
tive Blatnik on March 9, 1959, and we urge passage and prompt im- 
plementation of this bill. 

3. The young people graduating out of our high schools at the pres- 
ent time find themselves without funds to continue their education, 
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and no opportunity for employment. This is a serious situation, and 
some measure must be found to correct it. 

We are surrounded here by one of the greatest conservation areas in 
the United States, but a great deal of work is needed to maintain and 
preserve this national resource. We therefore urge passage of S. 812, 
introduced by Senator Humphrey on January 29, 1959, known as 
the Youth Conservation Act, and prompt implementation of the 
act. 

We appreciate the committee giving us the opportunity to present 
our case at this time and hope that presentation will merit your serious 
consideration. We will have other people a the case for the 
steel workers here, and I think they will be able to take care of both. 

Chairman McCarruy. Thank you. Congressman Blatnik. 

Congressman BriatniK. I just want to say that I am very familiar 
with the work of the witness, the leadership he has given, and the very 
able assistants he has in his labor assembly, the AFL-CIO along the 
iron range. Mr. Howes, for the record, I know you know because we 
have had conferences on this in the past, but for the record, referring 
to your recommendations first, the passage of the Area Redevelop- 
ment Act, you know that we did finally get that through Congress a 
year ago. 

Mr. Howes. Yes, I know. 

Congressman Biatrnix. I suppose you would like to know what 
happened to it. 

Mr. Howes. Yes, you bet. 

Congressman Bratnrx. It was vetoed by the President. For the 
record also, Mr. Chairman, may I submit that one of our most effec- 
tive witnesses in behalf of that legislation, which it took us 4 years to 
get through the Congress, was our own Governor, who just a few min- 
utes ago made a most impressive, factual, and well-reasoned state- 
ment. After the Area Redevelopment Act was vetoed, we lost any 
chance of getting the Communities Facilities loan bill through. That 
bill was already reported out of the House Banking committee, and 
next in line on our agenda, but the feeling in the committee was that 
since the Area Redevelopment bill was vetoed we would have no 
chance of getting this one through. 

The same type of persistent opposition has continued—and I say 
this not by way of complaint. I say this by way of informing our 
people back home how badly we need the assistance of organizations 
all over the country in getting some of these bills through the 
Congress. 

Your third recommendation, on the Youth Conservation Act, spon- 
sored by our own Senator Hubert Humphrey, passed the U.S. Sen- 
ate by a slim one-vote margin. The House will take that bill up in 
January. We already have a commitment from the chairman of the 
Subcommittee on Education, Mr. Elliott, of Alabama, and we are go- 
ing to have a battle again as we had on the other bills, and on that we 
need again the assistance of organizations, not only from here but all 
over the country; namely, youth groups, PTA, all those interested in 
conservation, reforestation, and sound programs for youth. 

I want to commend you and I appreciate your assistance on behalf 
of these very good programs. 

Chairman McCartuy. Thank you. 
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Mr. Howes. Thank you, Congressman. Might I add just one other 
thing that labor is seriously concerned about in this area? As you 
know, previous to the dropping of the excess profits tax we weren’t 
in this situation in this area. We had a pretty well rounded out pro- 
gram in the area here and our work was much more diversified than 
it is now. We feel in the labor movement that one of the most im- 
portant things that you people in Washington could do for us now 
is to renew the excess profits tax and maybe these industries would 
then be in a position to plow back some of the earnings into this area 
and help to conserve what we have here. 

Chairman McCartuy. The next witness is Mr. Walter Horn, presi- 
dent of the Hibbing Chamber of Commerce. 


STATEMENT OF WALTER HORN, PRESIDENT, HIBBING CHAMBER 
OF COMMERCE 


Mr. Horn. Congressman John Blatnik, Senator McCarthy, Gov- 
ernor Freeman, and other distinguished guests that are here today, 
on behalf of the community, and the chamber of commerce, which 
I represent, I wish to thank your committee for considering the very 
real problems we are facing here in Hibbing and on the iron range. 

Your distinguished presence and that of the other outstanding peo- 
ple who are testifying before your committee, I believe, points up the 
fact that the iron range is and has been a chronically distressed area 
for a considerable period of time. 

Our problem here, I believe, has three main factors to consider: 

1. Because we are essentially a one-industry area involved in the 
mining and production of iron ore, we are annually faced with 
seasonal unemployment due to the weather which does not allow ship- 
ping and production of iron ore. This is especially true of railway 
employment that depends on the shipment of iron ore. The introduc- 
tion of modern equipment, such as diesel locomotives, has cut sharply 
the need for winter maintenance. Some mining companies do main- 
tain their force on a year-around basis, but a large proportion of 
people working in mining in this area do have to find other work or 
exist on unemployment compensation for the winter months. 

2. Our area seems to be adversely affected by the business cycle 
which is a factor in the operation of our economy. Because the steel 
industry has a certain amount of dependence on the capital goods 
market we find ourselves adversely affected when there are any dips 
or adjustments in the general business climate. In fact, because we 
have somewhat of a lag, in many cases about a 6 months’ period, behind 
business, generally it is impossible for us to predict when our area will 
have a downturn in activity due to conditions in the rest of the 
country. 

3. We suffer from a lack of diversification of business in this area. 
This indirectly contributes to the fact that we are a one-industry 
community. 

RECOMMENDATIONS 


We feel that the solution to this problem is a difficult one, but that 
the following suggestions might have some value to your committee: 
1. We believe that private investments in depressed areas such as 
ours should be encouraged by preferential tax treatment. We have 
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noted the stability on the eastern end of the iron range, where taconite 
plants have been built, is now a reality. These taconite plants were 
given a real boost when they were allowed by the Federal Government 
an accelerated depreciation rate. It would seem to us that industry 
of all kinds needs encouragement to go into depressed areas and that 
preferential tax treatment would provide some incentive. 

2. We feel that the Federal Government in exercising its responsi- 
bility toward full employment should give priority to depressed areas 
such as ours for public works programs, atomic energy experimenta- 
tions, and highway expenditures. Highway development deserves 
some special comment, insofar as our area is concerned. Much prog- 
ress has been accomplished in the last few years, and this has aided 
materially in making our area more attractive for tourists. We do 
have many assets here in our area that tourists appreciate and ade- 
quate roads both to the north and south and east and west, for that 
matter, which are vital to the proper development of our tourist 
industry. 

3. We also feel that the Federal Government should use whatever 
means at its disposal to encourage the development of dormant na- 
tional resources, of which we have a tremendous amount in this area. 
I refer particularly to peat, to cutover timberlands which are now 
developing a new crop, and our lower grade ores. We need to salvage 
the lower grade iron ores that lay in such large quantities in Minnesota, 
not only to help our State, but also it would give our Federal Govern- 
ment a large reserve of iron ore in case of emergencies. The foreign 
ores we hear so much about could very easily be wiped out overnight 
if a “Castro” should suddenly become a power in any of the countries 
now furnishing us with iron ore. 

More taconite plants where the unlimited supply of low grade iron 
ore lies would be the answer to our Government and civil need, and 
would solve to a great extent our unemployment problem on the iron 
ranges. 

YOUTH CONSERVATION PROGRAM 


There are many other factors inherent in the history of our area 
that could be discussed at great length which may be of interest to 
your committee. One in particular bears mentioning. In the thir- 
ties the civilian conservation program or CCC camps gave extensive 
opportunities to young people to be employed improving our forest 
lands. Today this area is enjoying the benefits of that forward-look- 
ing program. It would seem to us in the Hibbing Chamber of Com- 
merce that this sort of thing might be studied in some detail by your 
committee as a possible avenue of approach to alleviate the surplus 
labor market which results in this area, due to the changes in the busi- 
ness cycle. The natural resources which are found in this area, not 
only benefit those who live here, but the Nation as a whole. An in- 
vestment in the improvement of them, the people who could be there- 
by employed would seem to us to add greatly to the economy of our 
country. 

We have prepared three charts on our labor problem in our area, and 
at this time I would like to have Mr. W. L. Anderson briefly explain 
them to you. 
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Again, I would like to thank the distinguished Senator for allowing 
us to appear and for coming to our community for their hearing. We 
earnestly hope that your deliberations will find some solution to the 
chronic aha of unemployment that we face in this area. 

Mr. W. L. Anderson will explain the charts that we have included 
in our testimony. 

Mr. W. L. Anpprson. These charts are based on annual averages, 
this particular one, and for the Hibbing area alone the information is 
largely obtained from the blue sheet of the local employment security 
office, and you will note by following the lines here that you had a 
gradual upswing until 1954, and since that time we have had a rather 
consistent decline, particularly since 1957. Of course, in 1959 you 
have a 10 month’s average and 4 months of those are strike, which 
helps to accentuate the decline. 

he line below shows mining employment and it shows a close 
correlation between mining employment here and employment in 
general. 

This is the seasonal graph based on the same information, and vou 
can see the upswing during the summer period and the decline again 
in the winter. There is a dip in the sail, and part of that is caused 
by the fact that there were two strike periods in there. 

Now we thought that the number of persons employed does not tell 
the full story, so we took the number of persons employed and multi- 
plied it by the average workweek as obtained from the State yellow 
sheets, and this is the result. You see a much more accentuated rise in 
1953, and here you had a workweek at one point of 48.1, and since 1957 
you see the decline is again accentuated by the drop in the workweek, 
which at one point here was, I believe, 34.2; and, of course, again in 
1959 you have a strike situation from 4 to 10 months. 

Chairman McCarruy. Thank you. I have one or two questions. 
Could you tell me whether if the Federal Government had established 
its community facilities program or the comprehensive airports pro- 
gram, there was any likelihood that this community could have re- 
sponded or participated in those programs? 

Mr. Horn. You mean the airport program ? 

Chairman McCarruy. Yes, and also the community facilities pro- 
gram, which was designed to provide low-interest rate loans for build- 
ing water plants and sewage facilities, and things of that kind. 

Mr. Horn. We built the sewage disposal plant in 1939, 1940 and 
1941, so we had that facility. The housing authority has received 
some money from the Federal Government, the low housing. 

Chairman McCarruy. What about water plants and about nursing 
homes and other community facilities; what 1s the situation here ? 

Mr. Horn. I would turn that over to the mayor. 

Mr. Tavecara. We received some aid on airport work. 

Chairman McCarruy. You did participate in the airport program ¢ 

Mr. Taveecta. Heavily. 

Mr. Horn. Again, we would like to thank you for allowing us to 
—. 

hairman McCartnuy. We are glad to have you here. 

Senator McCarrny. Our next witness is Mr. Nick Krmpotich, State 

representative, United Steel Workers of America. 
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STATEMENT OF NICK KRMPOTICH, STATE REPRESENTATIVE, 
UNITED STEEL WORKERS 


Mr. Krororicu. The first area of unemployment problems I wish 
to discuss is the obvious inadequacy of the present unemployment 
compensation on the State and National levels. 

The first indication to the general public that we were in very serious 
trouble came in the depression of 1954. Many iron ore miners, and 
others, did not work a day in that particular year, and it goes without 
saying that many of these individuals did not collect any compensa- 
tion in the last months of their unemployment. 

The next and most serious example came in the depression of 1958. 
Prior to the year 1954 the United Steel Workers, through their legis- 
lative programs and legislative spokesmen, did their utmost to warn 
the legislature and administrative departments of both State and 
National Governments of the weaknesses of the laws, and indicated 
that if the economy of the States and country slipped into recession 
there would be serious repercussions. 

As I stated before, my organization did everything possible to alert 
the legislative bodies to make necessary revisions in the laws. Fail- 
ing in this, the thousands of local unions resolved in their district con- 
ferences and international conventions that their union do something 
in this area. Subsequently our international wage policy committee, 
under the directive of these thousands of resolutions from their mem- 
bership and local unions, adopted the 1956 policy which called for 
negotiations of a supplemental unemployment benefits program with 
the steel and iron ore companies. It is common knowledge that we 
were successful in accomplishing this program after an extended 
strike in 1956, in which strike one of the major issues was the supple- 
ment to the unemployment compensation laws. 

We suggest to the committee that we admit it would be much easier 
to legislate than strike. In line with the last statement I would like 
to add that the United Steel Workers’ membership has spent most of 
their strike time in the areas of pensions—because the present social 
security laws are inadequate—supplemental unemployment benefits, 
and health insurance. 

IMPACT OF AUTOMATION 


The next area of causes of unemployment in iron ore I would like to 
discuss is the impact of automation and technological changes that 
have taken place in the ore industry. We who have been born and 
raised in this area, while not being technically trained to accurately 
ascertain the changes that have been taking place, have observed very 
radical changes in the process of mining. For example, we have one 
production truckdriver producing what it took three to produce in the 
early 1950’s. We know that one driller today can drill more footage 
than five drillers a few years ago. We also know that one shovel 
operator today produces more than what 214 operators produced a 
few years ago. 

In referring to the Itasca County mine inspector’s report for 1958, 
we find some very startling figures dealing with increased productiv- 
ity per man. For example, in the year ending December 31, 1952, 50 
mines had produced 12,940,357 tons of ore employing 4,361 men. 
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Moving to the year ending December 31, 1955, we find 47 mines 
producing 16,292,931 tons of ore employing 3,631 men. The figures 
show that productivity was increased by 3,352,574 tons with 730 fewer 
employees. Since 1955 changes have taken place to reduce work 
forces even further. 


EXTENSION OF UNEMPLOYMENT BENEFITS 


So far in my statement I have mentioned the need for revisions in 
the unemployment compensation laws and I have also referred to the 
increased productivity of the people working in iron ore as a cause of 
unemployment in our area. On this basis we recommend that the 
unemployment laws be amended to the extent of providing 65 percent 
of an employee’s take-home pay for 52 weeks, and that national legis- 
lation be passed to provide a 6-hour day with overtime for over 6 hours 
work in any one day and over 30 hours in any one week. 

At this point I believe some time should be spent on our concern 
about: some of the other problems in our area. The United Steel 
Workers have always said that our purpose as an organization is not 
only to be concerned about direct and immediate problems of our 
members, but also in those matters that have an indirect but impor- 
tant bearing on our people, communities, and States they live in. We 
have often questioned as to why we are a one-industry region—iron 
ore, with the exception of a small wood products industry and tourist 
area, which automatically came to be by the number of lakes we have. 

We can go all the way from the original time iron ore was first pro- 
duced on these ranges to the year 1959 and we find that very little has 
been done to develop this area so that other industries would move in 
and make it possible for our permanent residents to be able to sell their 
labor to someone else besides iron ore companies. We have heard 
from time to time when these questions have been raised that trans- 
portation is a problem, and yet we see a natural resource transported 
for miles by rail and by water, which has been and still is the backbone 
of the steel industry. At other times we have been told that power is 
another factor that keeps industry from coming here, and yet we have 
stumbled very badly on development of peat and waterpower. 

The questions that we would like to have answered are: 

1. Is land available to any industry that may be interested in 
coming to the iron ranges ? 

2. Is the cost of power, present and possibly future, so high that 
industry will not come in and build permanent plant facilities? 

Do the iron ore companies discourage other industries from coming 
to the range so that they may have complete control of the labor 
market ? 

In conclusion, I would like to raise one more very vital problem that 
concerns our membership, and that is a matter of taxes. We have ob- 
served that in the past years many substantial tax concessions have 
been granted to the iron ore industry. I believe these concessions have 
been granted without evidence that they were necessary. We certainly 
agree that if proper evidence is shown that concessions are necessary 
then certainly they must be granted, but if concessions are made 
purely on the basis of threats, then we disagree, because a very sub- 
stantial part of the tax burden, local, State, and national, has been 
shifted to the backs of our people. And, again, in line with my earlier 

47557—60—pt. 412 
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statement, if the iron ore industry complains that me are paying 
the major portion of the taxes, then certainly they should be the first 
one to cooperate in encouraging new industry into the area, which 
would tend to lessen the tax burden, not only on the ore industry but 
also on the working men and women. 

On behalf of the United Steelworkers of America I wish to thank 
the committee for the opportunity of presenting this statement. to 
them, and we hope that this committee is a permanent one with 
enough funds to continue in this most important field of investigation. 

Mr. McCarruy. Thank you, Mr. Krmpotich, for this testimony. I 
would like to make a comment on one or two of the points you Sive 
raised. On the last page of your concluding remarks you made refer- 
ence to the lack of adequate information regarding tax policy and the 
base upon which the tax is assessed. The same point was raised by 
the Governor. I wanted you to know, as your representative in Con- 
gress that we have been trying to get full, or at least adequate in- 
formation regarding the competition of foreign ores. We want to 
discover if we can whether this is a competition that is genuine or 
whether this is competition which is in some measure unfair and sub- 
sidized. This could be either because of special tax concessions which 
may come to the companies in foreign countries or because the capital 
that has been invested is in some way subsidized, either by the country 
itself or in some cases through loan programs of American capital, 
either private or government. Also there are the questions of whether 
the transportation is being subsidized in some cases, and whether there 
is an economic advantage resulting from depressed wages. 

We have had much the same difficulty in getting this information 
from the agencies of the Federal Government, but we intend to con- 


tinue to try to get it. 


SUPPLEMENTAL UNEMPLOYMENT BENEFITS 


To what extent did the supplemental unemployment benefits assist 
workers? 

Mr. Krmpoticu. The 1956 agreement we accomplished with the iron 
and steel companies provided for 65 percent of the take-home after 
taxes for a period of 52 weeks. 

Chairman McCartuy. That was dependent upon the condition of 
the fund? 

Mr. Krmporicu. That is correct. I could say on that, Senator, if it 
hadn’t been for the depression of 1958 that a this particular time our 
employees would be sitting in a pretty secure position. It was the 
1958 recession that prevented the fund from building properly. 

Chairman McCarrny. Is the fund built up by contributions from 
the steel companies and the ore companies and the mining companies 
all together? 

Mr. Kropoticu. Yes. 

Chairman McCarrny. In the course of testimony received by us 
from a spokeman for General Motors we learned they have developed 
a number of programs through collective bargaining, I assume, which 
seem to be important to your problem here. 

For example, in the case of General Motors, if a man is laid off and if 
he is 50 years old, they will double his ordinary company pension if he 
wishes to retire, and continue to pay that double pension until he 
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becomes eligible for social security. Has any consideration been given 
to that ? ; 

Mr. Krororicn. Presently, the Steelworkers pension program pro- 
vides a voluntary retirement on a partial basis at 60. Present nego- 
tiations, and one of the strike issues that is on now, provides that a man 
at. 55, in case he is severed because of technological changes or whatever 
the case might be, that if he has 15 years in he would be paid a full 
pension at that point, 

Chairman McCarruy. What about the policy of transfer from one 
mining operation to another or fronrone company to another / 

Mr. Kroporicu. That is in the present negotiations, and whether 
it will be successful or not is another question. 

Chairman McCarruy. General Motors testified they have in recent 
contracts included such a provision, but the other automobile com- 
panies have not worked it out. 

Mr. Krororicyu. It would be a transfer of years from one to an- 
other. 

Chairman McCarruy. That is right. Thank you very much. If 
you wish to file any additional information dealing with the special 
problems that may arise under the injunction, we will be glad to have 
that testimony. 

Mr. Kropoticn. Thank you. 

Senator McCarrny. The next witness is Mr. Ralph J. Olson, St. 
Louis County Legislative Research Committee. 


STATEMENT OF RALPH J. OLSON, ST. LOUIS COUNTY LEGISLATIVE 
RESEARCH COMMITTEE 


Mr. Otson. Senator McCarthy and committee representatives, I 
will as Senator Peterson said, report for the St. Louis County Legis- 
lative Resource Committee, which is a committee created by law con- 
sisting of all of the senators and representatives in the State legisla- 
ture from the county of St. Louis. It was organized for the purposes 
somewhat similar to the purposes for which your committee is or- 
ganized, and that is to seek information and to gather material to aid 
them in the passage of assisting and effective legislation to aid in the 
development of the county, and the iron range, and to assist. local 
subdivisions of government with their problems. In attempting to 
meet this issue meetings have been held and studies made of the prob- 
lems of this area, such as development of the taconite industry, the 
stockpiling of iron ore, and problems relating to the natural resources 
of the area. 

Hearings also have been held in reference to the recent recession 
and as to the problems of increasing unemployment. 

Upon learning of the formation of your Special Senate Committee 
on Unemployment Problems, and because of the interest of our local 
committee in the same problems it was on that. basis that they invited 
your committee to appear in this area and hold hearings. 

Now, in consideration of the problem itself, much of the informa- 
tion gathered has been presented in part by other speakers today, and 
I wish to lightly review the report which we have submitted to you. 
Considering generally the problem of unemployment, as stated in our 
report we feel that there are many factors which contribute to this 
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unemployment and that they are varied in nature. I would like to 
list what we consider are some of the factors contributing to this un- 
employment problem. ry 
As stated before, this is basically a one-industry area. In addition, 
it is a one-industry area with seasonable labor. A third factor which 
we feel contributes is the competition of foreign and Canadian ores 
in competition with American ores. In 1958, 90 million tons of iron 
ore was received at the blast furnances of the United States. Of this 
a little over 27 million tons were imported ores, or approximately 30 
percent of the entire tonnage of ore received. : 
Another factor which we feel contributes to it is the automation 
and modernization of the mining industry itself which with its result- 
ing development of less work positions being available in the industry. 


PRESENT TAX SYSTEM DISCOURAGES INDUSTRY 


Another factor which we feel has contributed to the problems on 
the Iron Range is the system of taxation up here, the per capita sys- 
tem, which has limited and discouraged other industries from entering 
in or the industries present at that time or in the past have. This 
problem has now turned around and has just as bad an effect in an 
opposite nature. Now with the application of your per capita tax 
limitations and your dropping valuations you get abnormal] mill rates 
in various communities. For example, in 1958, Eveleth had a mill 
rate in excess of 570 mills and Mountain Iron, a mill rate in excess of 
700 mills. It is obvious that such situations as this will discourage 
new industries from entering the area. 

Another factor which we feel has contributed is the loss of many 
large industries in the area, such as Marshall-Wells Co., Kelley-How- 
Thompson Co., the Western Electric Co., Lakehead Plastic Co., the 
Coolerator Co., and the Klearfiax Co. ‘The combined total of employ- 
ment in those industries at their peaks involved in excess of 3,500 to 
4,000 employees, all of which were thrown on the open market with 
no new industries to take up the slack. 

The general effects of unemployment are well known and are listed 
in our report and have been gone into very well by other speakers. 
However, we feel that there are other factors which hit this area 
particularly because of the nature of this area being a one-industry 
area, and that is, first, that when there is a recession, this area being a 
one-industry area and being the main industry area of the Nation 
the steel industry is one of the first to feel the effects of a depression 
and feel it for the longest time. 

And, second, when there is a strike in the industry we feel that this 
area gets hit the hardest and feels the effects the greatest because a 
far greater percentage of those employed in the area are affected. 
There are in addition no other major industries to take up the slack. 
It must be remembered that as stated before that this is not only a one- 
industry area but is a seasonal one-industry area. When a strike in 
the steel industry takes place it occurs also during the period of peak 
erent in the mining industry. 

‘here have been many efforts made by the legislature, by the State 
government, and by local levels of government to aid in the economic 
development of this area and its natural resources and to help solve 
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the problem of unemployment. I think that this matter has been very 
ably presented by Governor Freeman. We have listed the things that 
we feel effective, things that have been done, and I don’t think that 
we will repeat that at this time. 

Our committee does feel, however, that there are many advantageous 
factors in this area available for the development of this area. I 
would like to list a few at this time. 


AREA ADVANTAGES 


The first is that we now have the St. Lawrence Seaway, which opens 
this area to the seas, so to speak. 

2. We have a large source of cheap waterpower if it is developed. 

3. We have large resources of water which we realize that as time 
goes by will become a more and more important factor for this area. 

4. We feel that we still have unlimited natural resources, such as 
timber, iron ore, and other minerals, peat, and the wilderness and tour- 
ist areas. We feel that the vast deposits of low-grade iron ore that 
are here are still the best and the cheapest available, considering the 
existing railroad and mining facilities, and the length of haul to the 
furnaces, and the existing docks, harbors, and so forth, which do not re- 
quire capital investment for these particular facilities in order to de- 
velop, and we feel that in this area we have a large labor force plus ex- 
isting training facilities to train that labor force in new skills if they 
become necessary. 

SUGGESTED FEDERAL ASSISTANCE 


Now, finally, we would like to list some means by which we feel that 


the Federal Government or Federal agencies can assist in the devel- 
opment of these problems. The first is to aid naturally in the devel- 
opment of new and additional industries in this area. We feel that 
this is an important project for the Federal Government because of 
the importance of this area and its mineral deposits to the Nation, 
especially in time of emergencies, and we feel that there are many 
ways that this can be done, either by participation through the Fed- 
eral Government actively or through a program similar to that estab- 
lished in Canada whereby the mining companies are permitted to 
assist new industries coming into the area and receive tax credits on 
this basis. 

We feel that the low-grade iron ore mining industry could be devel- 
oped through the erection of plants similar to that of taconite, and 
we feel that this could be done by encouraging or providing an accel- 
erated amortization or what is known as a fast tax writeoff basis as 
granted to the taconite industry. We also feel that a similar accel- 
erated tax writeoff basis should be granted to other industries if they 
are utilizing the natural resources in the area and would require a 
large initial capital investment. We feel that this must be done to 
encourage industry to come into this area and make these large capital 
investments. 

We feel another method which could be used is to encourage in- 
creased public works in areas in times of recession and then cor- 
respondingly reduce public works during times of high employment 
through a Federal public works commissioner, as suggested by Con- 
gressman John Blatnik. 





1496 UNEMPLOYMENT PROBLEMS 


5. We also feel that the adoption of legislation aiding areas of un- 
employment or recession are very good. I refer to the area redevelop- 
ment bill and the communities facilities bill. We feel that the Fed- 
eral Government should aid in the increased utilization of the seaway, 
including the shipment of Federal surplus commodities within the 
Duluth trade area through the Duluth port rather than other lake 
ports at a higher cost. It is the feeling of our committee that it is 
important not only to this area but to the Federal Government as a 
whole that the seaway with its immense investment should be suc- 
cessful. We feel that if its use is increased at this end that the use 
throughout the whole seaway will also increase, and thus you will in- 
sure the successful seaway utilization. 

Another suggestion we would like to make is te suggest that the 
Federal Government itself participate, either through leases or other 
methods, of exploratory drilling in the establishment of pilot plants 
in the Superior National Forest and the wilderness area, to determine 
the mineral deposits which are available there and their marketability. 
We realize, of course, that we have a valuable wilderness area there 
and that we want to maintain it and use it for tourist facilities. How- 
ever, we do feel that a proper balance can be struck between the de- 
velopment of minerals in the area and the use of the area for recre- 
ational purposes. 

In addition, we feel that perhaps Federal assistance could be con- 
sidered through loans or subsidies for industries developing or using 
the natural resources of the area which we have referred to previously. 


JOB DISCRIMINATION AGAINST OLDER WORKERS 


We would also urge and recommend the adoption of effective legis- 
lation to prevent discrimination in employment against workers 45 
years of age and over. House bill 748 is an example of such bill. 
That one happens to pertain only to interstate commerce but there 
are other bills which I don’t happen to have the numbers of which 
pertain to that problem generally. 

We also urge the eaitialeens of the Civilian Conservation 
Corps or the CC camps in northern Minnesota. We feel it would pro- 
vide needed summer employment for students and would reestablish 
fire trails and permit the reforestation of denuded areas. 

And lastly, we would also favor Federal projects up here which are 
feasible which could use these resources which we feel are valuable, 
such as the labor supply, the water supply and the power supply. 

Now, finally, I would like to say that in listing these above pro- 
posals, which are quite a few in number, it is the intent of the com- 
mittee to present your honorable body with what we feel are con- 
structive suggestions, some of which it is hoped could be developed 
and prove worthwhile, both for this area and for the Nation as a 
whole. It is on this basis that we respectfully submit this report. 

Chairman McCarruy. Mr. Olson, I want to thank you for your 
testimony and for your report and assure you that we have received 
it in the same spirit in which you have offered it. It has been most 
constructive and will be most helpful. 

(The full report is as follows :) 
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REPoRT ON UNEMPLOYMENT PROBLEMS IN St. Louis County, MINN., SUBMITTED 
BY St. Louis County LEGISLATIVE RESEARCH COMMITTEE 


Committee members: 
Senator Elmer Peterson, chairman. 
Senator Homer Carr, vice chairman. 
Representative Loren S. Rutter, secretary. 
Senator Thomas D. Vukelich. 
Senator Gordon Butler. 
Senator Richard E. Ferrario. 
Representative Roger Noreen. 
Representative Arne C. Wanvick. 
Representative Jack Peterson. 
Representative Willard M. Munger. 
Representative Francis LaBrosse. 
Representative Fred A. Cina. 
Representative Peter X. Fugina. 
Representative Jack Fena. 

Thomas J. Naylor, county attorney. 

Ralph J. Olsen, consultant to the committee. 


I 


The St. Louis County Legislative Research Committee was organized in 1951, 
and consists of the senators and representatives in the State legislature from 
the county. The powers and duties of the committee as provided by law are as 
follows: 

“To investigate and study, accumulate, compile, analyze, and report on in- 
formation concerning policies, plans, programs, and procedures relating to or 
affecting the fiscal and legislative needs of said county and the governmental or 
political subdivisions therein, including school districts and any metropolitan or 
district authority having jurisdicton in any area of said county. The prime 
motive of the committee shall be to gather information and provide material to 
be used by the delegations in the legislature from said county in their work 
while the legislature is in session and in connection with any legislative pro- 
posals affecting said county and local subdivisions.” 

The committee seeks to aid in the development and utilization of natural re 
sources of the area and the advancement of the economic conditions of the area 
by the enactment of enabling and assisting legislation. In accomplishing these 
purposes, meetings have been held and studies made in reference to many phases 
of the economic problems such as the development of the taconite industry, stock- 
piling of iron ores, and other problems relating to the mining industry, the tourist 
industry, and the timber and woodpulp industry. Hearings have also been held 
in reference to the recent recession and as to the problems of increasing unem- 
ployment. 

Upon learning of the formation of your Special Senate Committee on Unem- 
ployment Problems, our committee, by resolution dated September 23d, 1959, 
invited your committee to hold hearings in this area, and urged State and local 
government officials to appear and present facts for the committee’s information 
and use. 

II 


The problem, of course, is that of unemployment. It is not just unemployment 
alone, but is, in addition, a problem of extreme highs and lows in unemployment ; 
a problem of seasonal employment, and a problem of a decrease of work in the 
main industry in the area. 

The causes are many and varied. Some of the factors contributing to the 
unemployment problems are as follows: 

1. Basically a one-industry area. 

2. Large amount of seasonal labor. 

3. Importation of foreign and Canadian ores in competition with American 
ores. In 1958, 90,976,975 tons of iron ore were received at the blast furnaces. 
Of this, 27,151,359 tons were imported ores, or approximately 30 percent of 
the total tonnage. 

4. Automation and modernization of the mining industry and the service 
industrtes related thereto, results in the elimination of many work positions. 
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5. Most range communities operate on a per capita tax limitation. In 
the days of high mineral valuations, new industries were not encouraged, 
since an increase in population would occur, which in turn would increase 
the taxing powers of the communities. With mineral valuations decreas- 
ing rapidly, the mining industry would now favor the development of new 
industry. In villages which also have a mill limitation, such limitation is 
now applying in place of the per capita. In the cities, however, which 
Still operate under the per capita system, the decrease in valuation results 
in abnormal mill rates in many of the communities. In 1958, Eveleth had 
a mill rate in excess of 570 mills, and Mountain Iron a mill rate in excess 
of 700 mills. This discourages rather than encourages new industry. 

6. The loss of many large industries in the area, such as: Marshall- 
Wells Co., and Kelley-How Thomson Co., approximately 350 to 400 em- 
ployees; Western Electric Co., approximately 500 to over 1,200 employees; 
Lakehead Plastic Co., approximately 200 employees; Coolerator Co., ap- 
proximately 300 to 1,000 employees; Klearflax Co., approximately 200 to 
500 employees. 

The general effects of unemployment are as follows: 

1. Loss of needed population, since workers move elsewhere in search of 
a job. 

2. Increased cost of welfare and of government. 

3. A resulting increasing taxload on a decreasing population. 

Because of the nature of this area (being a one-industry area) there are 
additional effects. 

1. When there is a recession, this area is one of the first to feel the effects 
and feel the effects for the longest time. 

2. When there is a strike in the industry, this area gets hit the hardest and 
feels the effects the greatest, since a far greater percentage of those employed 
are affected, and there are, in addition, no other major industries to take up 
the slack. It must be remembered that this is not only a one-industry area 
but is a seasonal one-industry area. When a strike in the steel industry occurs, 
it takes place during the peak employment period in the mining industry. 


III 


There have been many efforts made by the legislature, by the State govern- 
ment, and by local levels of government, to aid in the economic development of 
the area and its natural resources, such as: 

1. Development of the taconite industry through research and enabling 
legislation to permit the economic development of the industry. 

2. Encouragement of further development of the mining industry through 
assisting legislation, such as laws permitting stockpiling of iron ore and 
legislation affecting low grade ores. 

3. Economic surveys, and promotion of industry by various State and 
local agencies, such as the department of business development and the 
Iron Range Resources and Rehabilitation Commission; resulting in such 
industries as Chun King, Superwood, and the new pulpwood industry in 
Virginia, Minn. 

4. Legislation and an extensive research program plus economic surveys 
and State laws through the IRRRC to encourage the utilization of vast 
resources of peat, and the development of the peat industry. 


IV 


There are many advantageous factors for the development of the area: 

1. The opening of the St. Lawrence Seaway. 

2. Cheap waterpower. 

3. Large resources of water. 

4. Still unlimited natural resources, such as timber, iron ore, and other 
minerals, peat, and wilderness and tourist areas. The vast deposits of low 
grade iron ore are still the best and the cheapest available, considering 
the existing railroads and mining facilities, and the length of the haul to 
the furnaces, and the existing docks, harbors, ete. 

5. Large labor force plus existing training facilities. 
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V 


Means by which the Federal Government or agencies can assist in the solu- 
tion of these problems: 

1. Aid in the development of new and additional industries. The importance of 
the mining industry and the iron ore deposits of this area in time of war or 
national mergency is well known. To assure the continuing preparedness and 
availability, both of material and means of mining the same, it is important 
to maintain a strong and solid economic level in the area, thus assuring the 
readiness of both men and materials. This can be done by assuring employment 
and by maintaining a good working area which can best be accomplished by 
the development of a diversified industrial area as against a one-industry area. 

One method for establishing new industries could be as provided for in Canada, 
where mining companies are permitted to aid new industries in locating in the 
mining area and receive tax credit for any costs incurred. 

2. Development of low grade iron ore mining industry through the erection 
of plants similar to those used in the processing of taconite. This can be en- 
couraged by providing a fast tax writeoff basis as granted to the taconite 
industry. 

3. Grant similar accelerated tax writeoff basis to other industries utilizing 
the natural resources of the area or requiring a large capital investment. 

4. Increase Federal public works in areas of recession (with a corresponding 
reduction during times of high employment) through a Federal public works 
commissioner, as suggested by Congressman John Blatnik. 

5. Adoption of legislation aiding areas of unemployment or recession such as 
this one. Examples are the area redevelopment bill and the community facili- 
ties bill. 

6. Increase utilization of the seaway, including the shipping of Federal sur- 
plus commodities within the Duluth trade area, through the Duluth port, rather 
than other lake ports. If the seaway is to be successful, and warrant the vast 
expenditures already made, it must be utilized along its entire length. Emphasis 
upon its full use at its western terminus will assure full use along its entire 
length. 

7. Federal exploratory drilling and the establishing of pilot plants in the 
Superior National Forest and the wilderness area to determine the mineral 
deposits in the area and their marketability. 

It is agreed that our wilderness area should be maintained and protected, and 
it is the feeling of the committee that a proper balance, through safeguard and 
efficient management can be established so that the mining of said minerals and 
the use of the wilderness area can both be accomplished. 

8. Federal assistance through loans or subsidies to industries developing or 
using the natural resources of the area. 

9. The adoption of effective legislation to prevent the discrimination in em- 
ployment against workers 45 years of age and over. H.R. 748 and similar bills 
are examples of such provisions. 

10. Reestablishment of the Civilian Conservation Corps in northern Minne- 
sota would provide needed summer employment for students and would re- 
establish fire trails and permit the reforestation of denuded areas. 

11. Establishment of Federal projects in the area which could utilize the re- 
sources of the area such as the labor supply, cheap waterpower, and large 
resources of water. 

VI 


In listing the above proposals, it is the intent of this committee to present 
to your honorable body what we feel are constructive suggestions, some of which 
it is hoped could be developed and prove worthwhile, both to this area and to 
the Nation. It is on this basis that we respectfully submit this report. 

Congressman Briarntk. Mr. Chairman, I am very well familiar 
with the splendid work and the quiet but very thorough way in which 
this research committee works. I have had the privilege of meeting 
with them and also the representatives from the St. Louis County 
Board of Commissioners, and it is essential that we have the coopera- 
tion and the support and coordination of local governmental subdi- 
visions ranging from the State level down to the county and the city. 

An example of an area accomplishment made possible by this group 
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is the new $10 million port terminal. Because of the lack of famili- 
arity with the need for such a facility, the opposition to it was such 
that even in our own State legislature it was finally approved by the 
slim margin of only one vote in committee. 

Mr. Chairman, the record will show that we worked 2. closely 
together on the highway program, getting right to the Governor 
down through his very able highway commissioner and his staff in 
coordinating not only the interstate roads, the primary and sec- 
ondary roads, but our county-aid program as well. In the field of 
conservation, again we have had splendid cooperation with the com- 
missioner of conservation, who is present here today, and again, with 
your county commissioners and your legislative committee. 

On airport facilities, on hospital aid, and on all of these pro- 
grams we have made considerable progress and gains here in this 
joint venture. I congratulate the witness and the membership of his 
research committee for the job they have done. In the first place, they 
not only informed us on their needs, which they know precisely, but 
they also furnished us with information which we were able to present 
before the committees in Congress. 

Chairman McCartny. I would like to observe that this is the first 
testimony we have received anywhere from a State legislative com- 
mittee. You people are breaking ground insofar as this type of 
testimony is concerned. 

Mr. Otson. On behalf of the committee I would like to thank you 
very much for your kind consideration. 

Chairman McCartuy. The next witness is Fred A. Cina, Range 
Municipalities & Civic Association. 


STATEMENT OF FRED A. CINA, RANGE MUNICIPALITIES & CIVIC 
ASSOCIATION 


Mr. Crna. Senator McCarthy and members of your staff, this state- 
ment is presented by Mayor John Vukelich, of Virginia, and myself as 
executive secretary, and though it may seem repetitious of some of the 
things you have heard we would like to still thank you for the oppor- 
tunity of appearing here. 

The basic industry in the United States is steel. The steel industry 
is dependent upon iron ore for its existence. In northern Minnesota 
there is one, and only one basic industry—the mining of iron ore. 
The fact is that the economic welfare of the people who live on the 
iron ranges of Minnesota is directly dependent upon the activities and 
fluctuations in this basic industry. This is clearly evidenced by the 
depressive results of the recessions of 1954 and 1958 and the most 
recent steel strike in 1959. 

We who have lived in this economic climate have been aware of its 
effects for a long time. We have seen, for example, how the tax 
burdens of our people have increased as the minerals are being de- 
pleted. This situation has made it increasingly difficult for our local 
governments to induce other industries to come in because of the shift- 
ing of the burden of taxation from the basic industry to all other 
property owners and businesses. Notwithstanding, great concessions, 
taxwise, have been extended to the basic industry to encourage its 
program for the development of taconite, semitaconite, and other low- 





~_ AS A A wie et OS OF OD 


UNEMPLOYMENT PROBLEMS 1501 


grade iron ores. It should be borne in mind that the taconite industry 
is but another segment of that same iron-ore industry and it bears the 
same relation to the steel industry as any other phase of iron mining, 
and that while the development of the taconite industry is most desir- 
able it is not and cannot be a panacea for the economic ills of our area. 
Diversification is the only solution to our problems. 


NEW INDUSTRIES ESTABLISHED 


The municipalities across the range have attempted, within their 
limited means, to bring about this result. Efforts have been made to 
establish new industries in the various communities. 

In Virginia, Eveleth, Gilbert, and Chisholm, for example, Cluett- 
Peabody & Co., Inc., was induced to establish plants for the manu- 
facture of Arrow products such as shirts, ties, and underwear. ‘These 
communities made great concessions and sacrifices to accomplish this; 
they turned over their, dedicated community buildings to this 
industry. 

Another example of similar efforts was the establishment of the 
Super-Wood plant in Virginia which fabricates wood products utiliz- 
ing an abundant local natural resource. This was brought about with 
the full cooperation of Kaarlo Otava, commissioner of the Iron Range 
Resources and Rehabilitation Commission, a State agency which made 
available financing for the construction of the plant. The city of 
Virginia provided the landsite and installed the necessary utilities at 
great cost and expense. Because of the ve inventory of this 
natural resource, it it clear that many more plants of a similar nature 
could be readily supported, resulting in a more stabilized economy. 

A modern hospital—and I mention this speaking off the written 
record, because it has the second largest payroll in the city of Virginia. 
It was erected and subsequently enlarged to serve the needs of a wide 
area. This hospital plant, primarily built to provide the necessary 
hospital facilities of the people, also bolsters the economy by the 
employment of large numbers of personnel, its annual payroll exceed- 
ing $1 million. Because of the existence of this medical center the 
number of physicians and clinics has greatly increased, further bolster- 
ing the economy. 

The citizens of the Iron Range communities saw the need and pos- 
sibilities in the development of a great winter sport in this area. By 
public subscription these citizens constructed and put into operation 
the Lookout Mountain ski resort in the Superior National Forest, 
north of Virginia. The U.S. Forest Service played an essential 
part by providing the site for this project. 

Efforts have been made to take advantage of the abundant lakes and 
forests in this area for recreational purposes and to develop a tourist 
industry. The Arrowhead Association, an organization which in- 
cludes membership from all communities, has been in the forefront 
of this activity. Unfortunately, we have been unable to take full 
advantage of this potentiality because of limited financial means at 
the local level. 

PEAT—A “SLEEPING GIANT” 


There is another great natural resource in this area which can 
rightly be termed a “sleeping giant.” We have in northern Minne- 
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sota about 5 million acres of peatland which if harvested could pro- 
duce approximately 7 billion tons of peat by the air-dry basis. This 
amounts to more than 50 percent of the total U.S. supply of this 
natural resource. Efforts have been made on a very limited basis by 
Central Lakes Peat Products, Inc., a local group, to get this industry 
started. As pointed out by Dr. Moses Passer, a professor at the Uni- 
versity of Minnesota, Duluth branch, who, in behalf of the University 
and the Iron Range Resources and Rehabilitation Commission of the 
State of Minnesota, has been conducting experiments in the hope of 
developing the full potential of this resource both chemically and 
physically : 

It is reasonable to expect that a resource of this magnitude should support a 
great industry. The fact of the matter is that, aside from a few small-scale 
operations, there is no peat industry in Minnesota. This does not mean that 
there is no demand for peat in the United States. There is a market, and it is 
growing quite rapidly. Thus, a prewar consumption of 90,000 tons in 1940 had 
nearly tripled to 250,000 tons, by 1950, and by 1950 this quarter-million-ton 
usage had again doubled to 500,000 tons. What is even more ironic is the fact 
that nearly half of the peat consumed annually in the United States, some 
230,000 tons, is imported, largely from West Germany and Canada. This still 
leaves 270,000 tons produced domestically, in Florida, Washington, Ohio, Michi- 
gan, Pennsylvania, New Jersey, and some 15 other States. Minnesota, the State 
which has as much peat as all the others combined, is so far down the list that 


its production is not considered large enough to be listed. 
This is a resource, then, which in our State has much the same status that 


taconite had some 30 years ago; it is a sleeping giant; its energy is all potential. 


FEDERAL ASSISTANCE NEEDED 


Thus, we have, on a local and statewide basis, endeavored to find 
solutions to our mutual problems and responsibilities and to develop 


the great potentialities of the area. In order to realize these great 
potentialities to their fullest degree we feel that we will have to obtain 
the assistance of the U.S. Government. The United States could aid 
us immeasurably by undertaking to do the following things: 

1. Conduct a complete survey of the existing natural resources of 
the area to determine the extent of the iron ore, nickel, copper, zinc, 
and other metal deposits by exploration, drilling, testing, establish- 
ment of pilot plants, and experimental stations. 

_ 2. Conduct similar surveys in regard to peat, forest, water, recrea- 
tion, and all other resources. 

3. In furtherance of this program, we recommend that the Civilian 
Conservation Corps be activated. This would provide the manpower 
to gather the necessary information, make improvements and con- 
serve our human resources by furnishing needed employment. This, 
in turn, would greatly enhance the opportunities of our youth and 
give them the necessary finances to further their higher education. 

4. To implement the program of developing these natural re- 
sources, and in particular the infant peat and potential forest prod- 
ucts industries, the Federal Government should aid by subsidies and 
loans to private companies engaged therein to enable them to procure 
the necessary machinery, equipment, plants, peatlands, and facilities, 
and by tax remedial legislation for rapid amortization of investments, 
so that the large productive labor Sede in the area may be fully 
utilized. 
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5. In addition to the survey and development of water resources to 
procure cheaper power for the area it is essential that corrective 
measures be taken to assure fair and equitable freight rates so that 
the price of products produced here may be competitive. 

We are appreciative of having been given the opportunity by your 
illustrious committee of being heard and presenting our views and 
recommendations. 

Now, Mr. Chairman, I would like to just make a short statement 
here regarding some of the testimony which was given to this com- 
mittee, which I read just today in the paper, regarding the work of 
this committee and whether or not Federal Government assistance is 
necessary to develop the economy of this area. I noted, for instance, 
yesterday in Duluth, Minn., that a statement was made there by the 
chamber of commerce that unemployment and loca! promotion of the 
area would be best served by a better business climate, and that this 
is the solution, and that no Federal assistance is necessary. 


PORT DEVELOPED WITH FEDERAL FUNDS 


Now, when businesses talk about a better business climate, and I 
have heard this many, many times in the legislature, this is talking 
about taxes. Now, in Duluth, just quickly bringing to my mind some 
of the things which Duluth enjoys which has developed its economy— 
for instance, the seaway, the port facilities in Duluth and their de- 
velopment, as was mentioned by the Congressman, the many roads 
that lead into Duluth, the bridge which is being presently constructed 
at some $15 million cost 

Congressman Biarnik. It will be $75 million eventually, the Fed- 
eral funds alone. 

Mr. Cina. And most of it is Federal money. The harbor develop- 
ment that goes about each year of the moneys appropriated by the 
Congress, and the terminal facilities for the port, as the Congressman 
mentioned, which was a cooperative effort of the State of Minnesota, 
of the county, and all of the people of the area and the people of 
Duluth, so the statement that this committee can serve no useful pur- 
pose—not in those general words, but in my words—or that the Fed- 
eral Government should not come in to assist the people of this area 
is certainly false and should be taken with a grain of salt. 

Now, I would like to mention, and I think something was mentioned 
yesterday, too, about the mining industry, talking about a better 
business climate. We in the legislature and mainly the people here 
from northern Minnesota and starting with the Congressman in 1941 
when he was then a State senator, and Senator Vukelich, who was 
here, who was then a representative, and the range municipalities 
and junior chambers of commerce and all of the people in this area 
started on an area development by trying to give concessions to the 
basic industry of our area, and what did we do? 

We passed the taconite bill at that time, and many people didn’t 
have much confidence in the taconite law as it was then passed—we 
have amended it many times to make some corrections. We have a 
large industry here now, employing some 25 percent of the men in 
the metallic industry, so when you look at the figures today of men 
employed in mining and in the metals industry it appears that maybe 
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as many men are working in the industry, but this is something new 
because of the development of this industry where 214 men are re- 
quired to do the work of 1. 

We have also since that time given this industry credits on their 
iron-ore valuations for low-grade ores, so that they are assessed only 
on the percentage of recovery of the metal on low-grade ore. Since 
that time we have given them labor credits applied to the occupation 
tax, which is the big tax paid by the mining industry of Minnesota, and 
we were happy to do this because this would develop our area by 
providing more employment; by giving the high-cost submarginal 
mine, where many men were employed, a tax concession. 

In the last session we passed the semitaconite bill, which we event- 
ually hope will develop into an industry similar to the taconite industry 
in Minnesota. We also gave them tax concessions on the royalties 

aid by mineowners which do not own their mines, such as United 
States Steel, but are required to go out here and lease their mines and 
pay royalties, so we gave them a labor credit applied to the royalties. 

The last session we tried to get the underground mine working in 
the Ely area, so took off the stockpile tax also that had existed on every 
other mine on the range and still existed in Duluth. The underground 
mine was one of the big employers in this part of the area some years 
ago. There used to be about 6,000 miners working in the underground 
mines producing some 7 to 10 million tons of ore annually. Now they 
employ less than a thousand men in the underground mines producing 
only a million and a half tons, and as was brought out by the repre- 
sentative of the United Steelworkers, the productivity of the men 
today in the mines is so much greater that fewer men are required to 
bring out and produce the iron ore that is needed in the country. 

We have many deterrents here in this area. I don’t know who is the 
cause of it, but these are deterrents to the development of the area I 
think that the Congress should look into. One of them is the high 
power rates that are charged in this area. Industry needs low-cost 
power, and this can be developed by developing the water resources, 
and I think at one time the Congressman had such a bill in the Con- 
gress to provide and use the water resources of the area for the purpose 
of providing cheaper power. 

There was a shift from the underground mining to the open pit 
easily mined iron ore. The high freight rates that existed in the area. 
People from North Dakota, for instance, can ship their products, 
instead of shipping through the Duluth port, right through Minne- 
sota to Chicago and Milwaukee cheaper than they can do it to Duluth 
and cheaper than they can do it to the range, and this is one of the 
great deterrents for northern Minnesota, the high transportation costs. 


COMPANIES COMPETE AMONG THEMSELVES 


Then we look and we wonder about the foreign ores that are brought 
here to Minnesota and talk about this competition. Here is competi- 
tion by companies among themselves. The very same companies that 
are here developing and using and utilizing the high-grade ores and 
the taconites are still using the foreign ores and brining in some ores; 
in 1957, 33 million tons came; last year, 30 million tons, whereas we 
have made all of these concessions municipalwise, taxwise, and which 
have been a detriment to the communities, and that’s why we supported’ 
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the Congressman’s bill so vigorously on community facilities and the 
area development bill because of the great need of community facilities 
that we had here because of the falling off of the tax revenues. Now, 
these very same companies are making these investments in these 
foreign countries. They could be making them here, and taxes is not 
the reason they are not made here. 


MICHIGAN WITNESS CITED ON “BUSINESS CLIMATE” 


Chairman McCarruy. If I could make a comment at this time. We 
had some testimony in Michigan on that point. As you know, Michi- 
gan is being charged with having established an unfavorable business 
climate. This witness pointed out that the Chrysler Corp. had moved 
a year or two ago from Evansville, Ind., to St. Louis, Mo., and he 
pointed out that at the time this move was made that the State of In- 
diana had a Republican Governor, two Republican Senators, 10 or 11 
Republican Congressmen, the State legislature, both houses of which 
were controlled by the Republican Party, no corporate profits tax, no 
personal income tax, no business franchise tax, no business activity 
tax, and the right-to-work law, yet they moved to Missouri, which h: ud 
a Democratic Governor, 2 Democratic Senator s, 10 out of 11 Demo- 

‘ratic Congressmen, a legislature both houses of which were controlled 
by the Democratic Party; ; it had a corporate profits tax, a personal 
income tax, and no right-to-work law, which seemed to complete the 
picture. 

Mr. Cina. I think, Senator, that you and the Congressman and my- 
self, who were in the legislature, and these other legislators here, hear 
this constantly, but when you come to analyze the facts you find out 
that the hue and cry that is raised in every State that that. is not true, 
because if that were true that better business climate must be estab- 
lished, and it is said in Michigan, it is said in New York, it is said all 
over; you would wonder where business was going to go to establish 
itself. But we have resources here which are great, we have many, 
many billion tons of low-grade iron ore, vast timber resources that I 
think the Government could look at the restrictions that they have 
placed on these timber resources so that pulp plants, papermills, and 
all these other associated wood-products industries can be brought to 
the area. The great water resources that we have. Many industries 
look for water. This is the hue and cry of the West, the lack of water. 
The copper and nickel resources that exist in the northeastern part of 
Minnesota, and a great labor productive force which is here, tie best 
in the world. We have the great peat. bogs and the vast recreation 
areas that could be developed. 


GOVERNMENT CAN HELP 


Now, the Government can help here by providing cheaper power 
and the using of the natural resources, by investigating the freight 
rates, by passing the area redevelopment bill and the municipal facili- 
ties bill, by providing loans at low interest rates to people who wish to 
make investments and fast. writeoff on the investments, by developing 
the forest industries and increase Federal participation in low-grade- 
ore experimentation, and that which was mentioned by Mr. Krmpo- 
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tich, the unemployment compensation law here in Minnesota should be 
looked at, and the Government should have a great amount of research 
done in this vast resource of peat, and, lastly, we recommend that the 
Civilian Conservation Corps be reactivated to develop our forests and 
to provide work and employment for the youth and young men of 
this area. 

I want to thank you very much for having the opportunity to ap- 
pear here. We know that much of this is repetition but we just want 
to impress upon you that we have a great area here, we have a great 
people here, and we have the resources, and all we need is just a little 
bit of help by the Government because we are unable to do it. 

Chairman McCarruy. I thank you for your testimony. Iam sorry 
we don’t have other Senators here from other States to receive this 
testimony, but it will appear in the record, and we will certainly see to 
it that the Senate knows that this spirit exists on the Iron Range. We 
are hopeful that the establishment of the minerals research laboratory 
will result in some improvement. The exchange mission on peat was 
negotiated by Congressman Blatnik under the direction of the Gov- 
ernor 3 years ago, and we hope that we may continue this effort and 
develop the peat resources more effectively and more successfully. 

Mr. Crna. We are happy that this ore research laboratory was es- 
tablished here in Minnesota; of course, we are unhappy that it is not 
here on the range, but we are still happy that it was here, and we know 
that it will be a great benefit to us. 

Congressman Buarnix. First of all, I want to congratulate the gen- 
tleman for his usual precise and concise statement. I think you very 
skillfully wrapped up the whole problem in a very clear, comprehen- 
sive and understandable package. 


DESPOILING TIMBER RESOURCES 


I think, however, to complete the background of the economic por- 
tion of your introductory remarks in which you referred to the fact 
that the mining of iron ore is our basic industry, I think the record 
should show this: Strange as it may seem, many of our own people 
have forgotten that the biggest load, the millstone which has really 
hung around the necks of the people in this area actually came from 
the despoiling of the initial timber resources. As you know, in your 
district in Virginia was the largest white-pine sawmill in the world, 
and let me say this, that is how I got interested in resource use in 
1935, when I coudn’t get a job teaching in a one-room school for $70 
a month or for $80 a month, and went to the CC camps as an educa- 
tional adviser and I learned from the foresters right up in our own 
Superior National Forest of the tremendous volume of lumber and 
timber which had been taken out of this area, and primarily, a blue 
ribbon premium white pine, of the tremendous volume of that timber 
which had been taken out. Now all of it could have been taken out, 
and had just very simple, elementary, well known practices of forest 
management been followed, which had been used for over a hundred 
years in Germany, Norway, Sweden, and Finland, such as simply 
leaving a mature tree here and there to produce seeds to reproduce, 
something protecting the young trees growing up and disposing within 
reason of the slashings—they went in there and just really cut her 
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all down, slashed and cut it up, took out the good stuff, and the fire 
did the rest, and that is why it has been called for years the cut-over 
burned-over area. And the foresters told me that had those practices 
been followed all of the timber that had been taken out could have 
been taken out by these timber barons and lumber barons, and we today 
and for generations to come would have still had the equivalent of the 
original] timber stand remaining. 

That means we would have had at least nine major wood plants, 
paper, furniture, all the variety of wood products, such as we have in 
Cloquet, Grand Rapids, International Falls. We have three but we 
should have nine. This would have given stability to employment and 
diversification which would tie in with the iron-ore industry and the 
advances being made in taconite and beneficiation would have given 
long-term growth. 

That was the original handicap. Now we are trying to make up for 
it, of course, and we are encouraged by the progress being made in 
the timber industry and in the taconite industry. 

A comment to amplify a very pertinent point on the need for a tax 
climate. The spokesman for the steel industry, our good friend whom 
we have admired, much as we have differed at times with him, stated 
that already under existing State taconite tax laws we have had a total 
investment of $690 million in taconite just in that eastern end of the 
Iron Range. Now, what puzzles me is this: If a climate will induce 
and permit relatively smaller companies that have no high grade ore 
to undertake a project of such magnitude. 

I don’t understand—and I indicated that yesterday—why the major 
company, the big one, that has the highest share of the ore here, can 
see fit to invest three quarters of a billion dollars in Venezuela and 
Canada and cannot see fit to build at least one taconite plant up in this 
area. Of course they mav come to it eventually, and I hope they do, 
but IT cannot understand the delay. 

I appreciate your emphasis on peat. I agree with the Iron Range 
Resources and Rehabilitation Commission that there is a great poten- 
tial in peat and with the advance in technology and the utilizing of 
materials, we will be able to utilize that great source of power. 


INGREDIENTS FOR HEALTHY ECONOMY 


So that we may not end on a too pessimistic note, I am going to 
conclude with what you have said. We have three of the four major 
ingredients which is required for a healthy economy : 

1. Our natural resources, mineral] and forest. 

2. Splendid manpower, first-rate productive manpower. 

3. Adequate transportation. This was a critical problem, but 
now with the sea lanes of the world, with small-package freight 
coming in through the seaway we have the waterlanes, sealanes, 
and a highway network which will be terrific in about 8 years. 
We also have access to the airports, even with the Hibbing Air- 
port and its new expansion in which Federal and State moneys 
were used—you can land jet airplanes, which you did just 1 month 
ago. 

Resources, manpower, transportation, power—the last one is power, 
which you so properly stated. Power to this area, and I mean abun- 

47557—60—pt. 418 
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dant amounts of cheap power to this area, is what water is to the 
desert where you have these reclamation projects, and once we get 
that this area will really be in for a new era, a long-term healthy 
economic growth that will insure security for those who work today 
bringing prosperity to all and to insure the economic future of the 
children yet to come. 

I thank you, gentlemen. 

Chairman McCarruy. We will stand adjourned until 2 o’clock. 


AFTERNOON SESSION 


Chairman McCartuy. The hearing will be in order. The first wit- 
ness, this afternoon, is Miles J. Wangensteen, director, St. Louis 
County Welfare Department. 


STATEMENT OF MILES J. WANGENSTEEN, DIRECTOR, ST. LOUIS 
COUNTY WELFARE DEPARTMENT 


Mr. WancensteEeENn. I first of all want to express the appreciation of 
the St. Louis County Welfare Board and myself of being invited here 
to gern any opinions which we have available which will help you 
and your committee making important decisions I know you are going 
to have to make in the future, and we were requested to present 
testimony. 

GENERAL ASSISTANCE POLICIES 


Eligibility for general assistance is governed basically by the poor 
relief laws of the State of Minnesota, the general policies and regula- 
tions established by the commissioner of public welfare, and the policy 
and practices developed by the St. Louis County Welfare Board. The 
prime factors of eligibility are the need and settlement for relief pur- 
poses. It is also an administrative requirement that employable ap- 

licants be currently registered with the Minnesota State Employment 
Service. 
NEED 


Need is the basic condition of eligibility for general assistance, and 
need exists when an applicant lacks sufficient income and resources to 
maintain a standard of living necessary for health and decency. The 
extent of need varies among individuals and families owing to differ- 
ences in circumstances. Basically, need is determined by computing a 
budget for the family according to our standards and deducting any 
income or resources from this budget. If there is a deficiency there 
will be need, and a grant will be made in the amount of the deficiency. 


RESOURCES 


All resources must be taken into consideration in determining 
eligibility for general assistance. Resources normally considered are 
income, whether it be from private earnings or from other sources, 
such as unemployment compensation. Real property is also a resource, 
and if an applicant has an equity in real property of more than $7,500 
he is ineligible to receive general assistance. Also, ownership of real 
property not used as a home is a bar to eligibility since the applicant 
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would be expected to liquidate such property and use the proceeds to 
meet his current needs. Personal property is also considered a re- 
source, and an applicant must be without convertible liquid assets 
before he is eligible to receive general assistance. Personal property 
consists of stocks and bonds, savings, and the cash or loan value of 
life insurance in excess of $600 per person. An exception in regard to 
life insurance would be made when it would cause undue loss to 
liquidate such life insurance policy. 

The ownership of an automobile or truck in some instances is @ 
bar to eligibility for general assistance. If a client is unemployed 
and it appears that he will be returning to work in the foreseeable 
future, he may own an automobile whose loan value is not in excess of 
$2,500. If the client is unemployable and going to be on general 
assistance for a long period of time, he may not own an automobile 
whose loan calue is more than $500. No recipient of general assistance 
is eligible if he owns a second automobile or truck. The exception 
would be if the truck or automobile is not salable. It then, of course, 
is not a resource. 

The ability and willingness of legally responsible relatives to con- 
tribute to an applicant’s support is a necessary consideration in deter- 
mining eligibility. Under general assistance, the legally responsible 
relatives are children, parents, and brothers and sisters of the client. 


ALLOWABLE BUDGETARY ITEMS 


Basically, a general assistance grant is computed to include such 
basic maintenance needs as food, shelter, utilities, heating fuel, house- 
hold incidentals, clothing, and personal incidentals. In general, the 
St. Louis County Welfare Department uses the same standards for 
assistance in the above items as required by the department of public 
welfare for those people who receive categorical assistance—old-age 
assistance, aid to dependent children, aid to the blind, and aid to the 
disabled. The only exception to this being that on general assistance, 
unless the recipient has other income, house contract payments, taxes, 
insurance, and payments on a mortgage are not allowed. 

As in all other general assistance programs, medical needs are met 
for families receiving general assistance. 


CASH RELIEF 


Relief in cash is granted to ets of general assistance on an 


individual casework basis. The factor taken into consideration in 
determining whether a cash grant should be made is the ability of 
the recipient or applicant to handle a cash grant effectively. Where 
a family has a history of mismanagement, cash relief is withheld and 
their maintenance needs are met through the issuance of orders. 

As important as the increased financial costs of general assistance 
due to unemployment are (see attached table at end of report), of 
pene greater importance is the social effect that unemployment and 
oss of income have on the social structure of the family and on the 
community. 

To a certain extent, this subject has been neglected in our social- 
economic literature almost in direct proportion to its importance in 
everyday life. Due to the pressures of time and also to the fact that 
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statistics on this subject are not readily available, which in itself is 
significant, the following material ee the social effects of 
unemployment in this county is the result of knowledge gained by the 
agency in administering public assistance programs, 

Although we usually measure the cost of unemployment in terms 
of loss of material things, of equal, or even greater, importance is its 
effects on the individual and ‘hie attitude toward himself and thus 
toward his family. Income, steady employment, and that which it 

urchases is a measure of our value in the eyes of others, and, there- 

ore, whether or not this is a fair measure, this cannot do other than 
negatively influence our attitude toward ourselves and our conception 
of our abilities and future possibilities. Ifa wage earner is not fully 
employed, his feeling of self-respect is going to be lessened, and this is 
going to influence him in his role as the father and as the head of the 

ousehold. In addition, this basic feeling of anxiety and insecurity 
influences the employee’s performance on the job because he does not 
have the incentive that the possibility of a rise in income or standard 
of living will produce. None of us are completely self-sufficient, and, 
to a greater or less degree, we all depend on and get certain satisfac- 
tion from our relationships with other individuals or groups of indi- 
viduals, such as neighbors, church groups, fraternal or veterans’ organ- 
izations. 

SOCIAL IMPLICATIONS 


One of the largest single factors in the deterioration in an unem- 
ployed man is the lessening of his self-importance in the group in 
which he moves. To most men their job and their ability to work 
regularly is the token of their status among their fellow men. The 


man who is unemployed or is employed only seasonally considers him- 
self to have lost status. He is in the psychological state of not be- 
longing, and as he tramps the streets in search of employment, or, if 
there is no employment remotely available, as he sits at home el 


ing his problem, this feeling of inadequacy is intensified. In addition, 
in the normal family there is very likely to be remarks regarding his 
lack of employment which further aggravate his already low feeling 
of self-esteem. As a result of this increasing pressure from all sides, 
he reacts in one of two ways—he either accepts the situation in which 
society has placed him or he projects his feelings of inadequacy against 
society as a whole. Either reaction in extremes is not healthy. 

In many individual situations unemployment also tends to impair 
the working ability of some workers through its physical effects. Most 
men do not like to be eee so they will earch diligently for 
employment, even though this means leaving his home and commu- 
nity temporarily. This forms migratory habits which make it diffi- 
cult for lien to settle down when steady work again presents itself. 
There are also psychological byproducts which are of great impor- 
tance. Once a worker accepts the apparent fact of his own useless- 
ness, he frequently adopts an indifference to the requirements of the 
job and to his and his family’s own future. He tends to drift and 
ose the work skills and habits which he had, and oftentimes slips into 
the class of the hopeless worker. Another poor aspect is that a skilled 
tradesman out of work will accept any type of employment, and it is 
oftentimes difficult to come back, and, therefore, he loses a skill which 
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originally was difficult to acquire, and he has sacrificed his ability in 
his own trade. 

If an individual works in a seasonal industry or if there are fre- 
quent layoffs or short workweeks, unemployment and the fear of 
unemployment imposes one of the most tremendous burdens on the 
mind of an individual that is imaginable. This fear is always present, 
and to live under this fear is so anxiety producing as to almost be un- 
bearable. The reaction to this would, of course, vary with the emo- 
tional stability of the individual, but it is certainly conceivable that 
this constant fear could lead to emotional disorders varying from irri- 
tability to the more serious emotional breakdowns. Also, these tensions 
find outlets in various escape mechanisms, such as extreme restlessness, 
a search for excitement and distractions, and even at times may con- 
tribute to alcoholism. 


EFFECTS ON THE FAMILY UNIT 


The disintegrating effects of unemployment on the individual are 
transferable in a direct proportion to our basic social institution, the 
family. One cannot emphasize too greatly the effect of unemployment 
on the family. This is not to say, as with the individual, that there are 
not families where the strengths are great enough to withstand these 
stresses; in fact, in many families the relationship becomes even 
stronger, an they are able to interact on an even more positive and 
healthy basis than before. However, the fact remains that in all too 
many families the stress of unemployment tends to separate rather 
than to mold the family into a smoother functioning unit. In those 
families where the social] relationships tend to disintegrate under the 
strain, the most important reaction is that there seems to be an increase 
in the hostile reaction toward one another and also toward society. I 
think the main explanation for this, leaving out any theory a 
the subconscious, is that many of us do not have the capacity to loo 
at our problems and their causative factors, objectively. In many 
instances, the wife blames the husband for being out of work (which 
certainly does not help him when his self-confidence is already at a 
low ebb), and she loses cofidence in him. Frequently, she and the 
children also lose respect for him and his ability to support the family 
and their need for the necessities of life. The entire family group is 
under extreme tension, and family discord results, with results varying 
from unpleasant home life and its resultant negative effects on the 
personality development of the children to martial discord and often- 
times family breakup. 

Sometimes, of necessity, families are separated as a result of unem- 
ployment. The husband may be able to obtain a job in another commu- 
nity, leaving his wife to care for the family and the very difficult 
responsibility of having to assume the role of both the father and 
mother. In many instances, the role become reversed, and the wife 
obtains employment and, prurposefully or not, assumes the role of the 
breadwinner. This, of course, just reinforces his low esteem of him- 
self and his ability to function adequately in the role that our culture 
has placed the father. In many of these situations the family is never 
able to fully recover, to the detriment of themselves and the com- 
munity. 





1512 UNEMPLOYMENT PROBLEMS 


EFFECT ON COMMUNITY 


I am certain that other witnesses have and will comment on the 
disastrous effect of unemployment on the financial structure and well 
being of the community. Suffice it to mention only that the effect of 
loss of wages and loss of business must be disastrous and irrevocable. 
I would like to comment on the effect as it pertains to the growth of 
the community and its ability to attract new people and business, and 
also to be dynamic enough to keep its younger people. After a child 
has grown up in a community where periodic, predictable periods of 
unemployment exist, it is very likely, particularly for those who have 
labor skills or those who have received the benefits of higher educa- 
tion, to search for an area where employment opportunities are better 
and where there is an apparent chance for full employment. Unless a 
community can attract new workers, skilled or unskilled, trained or 
untrained, it, as with individuals, cesases to be a dynamic growing 
organism and can only go one way—backward. 

The preceding material probably presents a dark picture of effects 
of unemployment. It might leave the impression that when a person 
is unemployed in St. Louis County there is no financial assistance 
available to him and that he and his family are left alone and desti- 
tute. This, of course, is not the case. We do grant relief on the 
basis of need wherever it exists, and, within the limitations of staff 
time, we do attempt to help with problems other than financial. 


DEPLETION OF INDIVIDUAL’S RESOURCES 


I would like to point out, however, that not all of the people find 
it necessary to apply for relief when they are unemployed. For 
example, during the present steel strike, it is estimated that there are 
approximately 18,000 unemployed in the county. Only 2,800 of 
these unemployed are receiving relief, which is about 15 percent of 
the total. The remainder of the people have assets of one type or 
another or have found other employment and are meeting their main- 
tenance needs from these sources. This, of course, imposes another 
problem that has far-reaching implications. In the vast majority of 
these instances, it is necessary for the family to rely on their savings 
to support themselves during periods of unemployment. Usually 
these savings were intended for other things, such as the purchase of 
a home, the education of their children, and in many instances, for 
retirement. As these savings are used to meet their needs during 
periods of unemployment, it is obvious that they are not eligible for 
the purposes for which they were originally intended. This means 
then that in some instances the children are not able to further their 
education and therefore find it necessary to seek employment as soon 
as they are out of high school or even before. It also seems that upon 
retirement the wage earner’s savings have been depleted, and in many 
instances it is necessary for him to apply for public assistance to meet 
his maintenance needs. 

SOLUTION 


The solutions for these problems are very easy to suggest, but, of 
course, extremely difficult to implement. I would recommend that 
the solution to these problems are twofold: 
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(1) Every effort must be exerted to insure that every person who 
is capable of full-time employment be fully employed. This proba- 
bly means inducing new industry into this area which will provide 
jobs to those workers when they are seasonally unemployed. 

(2) That there be adequate unemployment compensation so that 
when a person is unemployed he receives an amount sufficient to meet 
his minimal needs and of a duration long enough to cover him until 
he is again employed. The increased unemployment compensation 
will do much to relieve the anxiety that is a natural result of poten- 
tial periodic unemployment and therefore will do a great deal to 
lessen the distintegrating effects of unemployment on our social struc- 
ture, families, and community. 


Increased annual relief cost due to unemployment 


$97, 360. 74 | 1953-54 $205, 960. 68 

193, 906. 48 | 1954-55 255, 173. 75 

rig hy OR RS a 146, 446. 92 
BIRR va nctocen sete cbninsadt sanicgninsnes 125, 814. 06 | 1956-57 210, 974. 92 
IUGR wicwandodkawanind dens 100); Soe) GO| I001-OS.. 2. 335, 239. 00 
1952-53 ; 155, 653. 60 | 1958-59. 

Chairman McCarrnuy. Thank you very much, Mr. Wangensteen, 
especially because you have placed emphasis on the personal and the 
social consequences of unemployment. This is one phase of the prob- 
lem of unemployment which is of particular concern to the committee, 
and we do very much appreciate the fact that you have given us this 
kind of studious and very worthwhile testimony. ; 

The next witness is Mr. Frank Starkey, commissioner of the Minne- 
sota Department of Employment Security. 


STATEMENT OF FRANK T. STARKEY, COMMISSIONER, MINNESOTA 
DEPARTMENT OF EMPLOYMENT SECURITY 


Mr. Starkey. Senator and ladies and gentlemen, much of what I 
will say will of necessity be repetition, as we are all talking about the 
same area, the same people, and the same industries, and a great deal 
of the information that was embodied in some of the previous talks 
had its origin in the Research Department of the Minnesota Depart- 
ment of Employment and Security. I would say too that I have about 
12 pages of analysis of figures, columns of figures showing population 
growth, employment, and such, and I am sure the Senator or the re- 
porter cannot readily follow all those figures, and neither can the 
audience, but I will say to the audience that we will have a supply of 
those statements, and anyone that is interested can write the depart- 
ment and obtain the full statement and all of the figures, but it would 
be a waste of time, I think, to keep reciting figures for 15 or 20 minutes. 

Chairman McCartuy. We will include these in the record and you 
can proceed as you wish with your statement. 


ANALYSES OF THE NORTHEAST RESOURCE AREA AND ITS ECONOMY 
I, AREA 


_ Mr. Srarxey. I would say that the northeast resources area takes 
in more than merely the range. We have an area of about 16 counties 
that really is a distressed area. We have all the counties listed here, 
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and the population, about half a million people, constituting 15 per- 


cent of the Minnesota population, reside in this area. 


II. POPULATION 


Population has increased by 8 percent since 1950; however, this is 
much lower than the growth experienced by the rest of the State, which 
has grown by 14 percent during the same period. Of the 16 counties 
in the area, 8 have recorded decreases since 1950. Two counties, Lake 
and Cook, recorded gains of 72 percent and 22 percent, respectively, 
since 1950. The growth is directly attributable to the construction of 
taconite processing plants in these counties. 


II. LABOR FORCE 


The labor force of 193,000 persons in the area has grown by 9 percent 
since 1950. This increase is considerably under the growth of 22 per- 
cent for the rest of the State. The slower rate of growth in the area 
indicates the lack of employment opportunity in the area. 

One of the components of the labor force which has grown steadily 
in the past decade is the increasing proportion of female workers. 
Because of the nature of the basic industry in the area, that is, forestry 
and mining, the opportunity for female employment is considerably 
less than in the other areas of the State. An example of the disparity 
of jobs for females and males in the area as compared to the State as a 
whole is the proportion of unemployment insurance claims from fe- 
males, which is about 17 percent for the area compared to 33 percent 
for the State. In the mining industry, for example, female employ- 
ment is less than 3 percent of the total. 


IV. EMPLOYMENT 


The iron ore mining industry is the largest single employer of 
manpower in the area. Approximately 16,000 workers are employed 
in the mines and im the various ore beneficiation processes. In addi- 
tion, upward of 6,000 workers are engaged in the transportation of 
ore. 

Because of the seasonality of the iron ore industry, which may 
fluctuate as much as 5,000 workers between the low and high months 
and its sensitivity to national economic problems, such as during re- 
cessionary periods, the industry is subject to forces beyond the powers 
of the State to take corrective actions which would alleviate the un- 
employment problem. The depletion of high-grade ore and compe- 
tition of foreign ore also add to the basic unemployment problem in 
this een 

The problem of unemployment in the mining industry is intensi- 
fied in two counties, St. Louis and Itasca, which employ over two- 
thirds of the mining employment. Of these two counties, St. Louis, 
employs half of the workers in the mining industry. Not only are these 
workers greatly affected by prolonged spells of unemployment, but 
also the substantial number of workers who commute in from the 
neighboring counties. 


~~ nA ot tort Mm 7 
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TACONITE PLANTS INCREASE EMPLOYMENT 


The development of taconite processing plants has increased em- 
ployment from 10 percent of the total mining employment in 1955 to 
29 percent in 1958. A recent study conducted by the University of 
Minnesota in cooperation with the department of employment se- 
curity indicate a marked decline in Minnesota open-pit, gravity con- 
centrate, and direct shipping ores and very substantial rise in taconite 
concentrate during the next decade. Since taconite concentrates re- 
quire about 2 to 214 times more man-hours per ton than direct-ship- 
ping ores, it seems possible that the increased manpower requirements 
for taconite will offset significantly the decline of employment in 
direct-shipping ores. 

Many of the workers displaced by the decline of direct-shipping 
ore, however, were not able to obtain employment because of job spe- 
cifications in the new taconite-processing plants, which in many re- 
spects are likened to manufacturing operations. Thus, many of the 
displaced workers, because of the lack of other job opportunities in 
the area, have become “hard core” unemployed problem cases. The 
taconite plants, which currently employ about 4,500 workers, in some 
instances were staffed by workers outside the northeast resource area. 
That, of course, we know from using our employment sources in the 
staffing of the taconite. They recruited workers from the southern 
part of Minnesota and from other States for two reasons; as was ex- 

lained to us, rigid physical requirements and age, and the difference 
in the type of work of a miner and the more or less factory type work 
that is required in taconite plants. 

Since taconite-processing plants operate 24 hours a day and 
throughout the year, it will play a more important part in stabilizing 
seasonality of employment in the area. The taconite industry, how- 
ever, is still subject to ill effects of the national recession, as evidenced 
by layoffs during the preceding year. 

The pulp and paper mill industry employs an average of about 6,500 
workers per year. Employment in this industry has been relatively 
stable over the past 6 years. In terms of year-round employment, the 
pulp and paper mill industry fluctuates by about 500 workers, where- 
as the mining fluctuated by 5,000. This is a marked contrast to the 
iron ore industry, which fluctuates as much as 5,000 workers between 
the low and peak months. Unemployment in this area this spring 
was about 19,000, or 9.6 percent of the labor force. The rest of the 
State during the same period experienced unemployment of 75,200, or 
6 percent of the labor force. 


IMPACT ON NATIONAL RECESSION 


The impact of a national recession on the area, especially in the 
mining industry, is shown by the 25,000 workers who were unem- 
ployed the previous year. This was an unemployment rate of 13 
percent compared to 8.2 percent for the rest of the State. The north- 
east resources area contains about 13 percent of the labor force in 
the State but approximately 20 percent of the State unemployed are 
located in the area. 
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Vv. UNEMPLOYMENT 


Unemployment in the area is not acute during most of the summer 
months. However, beginning with the slackening of the tourist trade 
toward the latter part of August, unemployment sion increasingly 
pronounced with the subsequent mine layoffs, which usually occur 
about mid-November and continue through February. 

Some insight as to the characteristics of the unemployed in the 
area may be helpful in developing further programs to provide year- 
round employment. 

Information obtained from claimants covered by unemployment in- 
surance (excluding railroad workers) shows that about 80 percent of 
the new claimants are men and were mainly from the mining (40 per- 
cent), construction (20 percent), and manufacturing = percent) in- 
dustries. Claimants in manufacturing were mainly from Duluth. 

The occupations of the claimants were predominantly in the skilled, 
semiskilled, and unskilled categories. The highest concentration 
(31.58 percent) were in the unskilled group. 

A significant number of the claimants (46.5 percent) were in the 
age group 20 to 39, an additional 39.2 percent were in the age bracket 
40 to 59. 

About half of the claimants earned over $3,000 a year. Most of 
these claimants were employed by the mining industries. 


INDUSTRIAL DECLINE OF AREA , 


Since 1950 employment covered by the law in the northeast resources 
area declined by 1.4 percent. During the same period covered em- 
loyment for the remainder of the State increased by 19.4 percent. 
his is an indication of the industrial growth in the rest of the State 
compared to the area. 

In the area, for every six workers that were employed in industries 
covered by the employment security law there was one worker who 
obtained unemployment insurance benefits. This ratio of 6 to1 isa 
marked contrast to the 17-to-1 ratio for the rest of the State. Another 
indicator of the disproportionate amount of benefits paid in this area 
compared to the State is the percent of benefit costs to total wages paid. 
For the area, cost of the benefits were 4.2 percent of total wages and 
1.3 percent for the rest of the State. 

Overall, the incidence of unemployment insurance payments is about 
three times greater than in the rest of the State. 

Now I have a number of tables which show the populations in the 
area and the percentage change, the labor force, the amount and per- 
cent of unemployment, the employment in the iron ore industry and in 
taconite processing. We divide the two, which shows that the employ- 
ment in taconite increased to about the same extent as employment 
decreased in the mining industry or activities, and we have the labor 
force by months for the last 5 years, which shows the fluctuation and 
the periods of the year. This is the employment in the taconite 
industry by months. This is the employment by months in the paper 
mills; nonagricultural employment exclusive of mining in the six 
major northwest areas. We picked out Duluth, Bemidji, Brainerd, 
Grand = Hibbing, the manufacturing employment in six major 
cities, trade employment in the six major cities, and the number of 
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different benefit recipients from the iron ore industry by month from 
1954 to 1959, new claimants and what industries they come from, new 
claimants and what occupations they come from, and new claimants by 
age and new claimants by earnings. All of that information is com- 

ied in our charts, and I might say that if the committee in its 
Saitherstinds needs any further information from this area or from the 
State I am quite sure that we have the facilities and will be only too 
glad to furnish anything that you may request. 

Thank you for this opportunity to appear before your committee. 

Mr. McCarruy. Thank you very much, Mr. Commissioner. I have 
one or two questions. You say that the percentage of women in the 
work force in this area is about 17 percent in comparison with about 
33 percent statewide. 

Mr. Starkey. Yes. 

Mr. McCarruy. I assume as a result of this this would indicate that 
there are fewer families in which you have two employed persons, two 
people or more contributing to the family income. 

Mr. Starkey. That would be a natural result, Senator, yes. 

Chairman McCartny. Which means that when you have unemploy- 
ment here you have an even greater hardship than you will find in 
other parts of this State or in other parts of the Nation. 

Mr. Starkey. That is right. 

Mr. McCarruy. Thank you very much, Mr. Starkey. 

(The statistics referred to follow :) 


Population of Minnesota and the northeast resource area, April 1950 and 1958 


Percent 
change, 
1950-58 


PS nnn cd lnaddpcumidcee a Aay 2, 982, 483 3, 369, 066 
Northeast area_._. custachiontananeatacten 463, 299 501, 870 
Percent of total State. ..............-.--- ica icipated 15.5 14.9 
EGPCS ES a ee ee eee aeeee en Seka eae ke ie! 2, 519, 184 2, 867, 196 


Source: Minnesota Department of Health; prepared by Minnesota Department of Employment Security. 


Labor force of Minnesota and the northeast resource area, April 1950, 1956, and 
1958 


Percent 
change, 
1950-58 





Total State 1, 187, 954 1, 355, 000 1, 430, 000 
Northeast area eaukes es 177, 236 189, 000 193, 000 
Pencent of Gotel Bitete= << 2-0. cece cencncecas 14.9 13.9 3 


13. 4 
MMR MRNIR Ne Fak cattiaccu'sc ines nev 1, 010, 718 1, 166, 000 1, 237, 000 


Unemployment in Minnesota and the northeast resource area, April 1950 and 1958 





Percent of Percent of 
unemploy- unemploy- 
ment 





Total State 

Northeast resource area 
Percent of total State 
Rest of State 





Compiled by and source: Minnesota Department of Employment Security. 
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Minnesota iron ore and taconite processing employment, 1948-58 
Iron ore Taconite 


144 
118 
159 


15, 789 


Compiled by: Minnesota Department of Employment Security. 


Minnesota metal-mining employment by month, 1953-58 


1955 1956 1957 1958 


16, 389 
16, 303 
16, 480 
17,819 
19, 642 


Annual average 
Range between high and low month. 


1 Labor dispute, not considered in range difference. 
Compiled by and source: Minnesota Department of Employment Security. 


Minnesota taconite mining employment, annual monthly average, 1948-58 


Percent of 
Employ- total iron 
ment mining em- 
ployment 


AP RDWOUNROWOS 


it ie 
Bone 


Source: “Economic Guidelines for Unemployment Insurance, Minnesota, 1958-67,’ p. 157. Data for 
1958 from Minnesota Department of Employment Security. 
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Minnesota pulp and paper mill employment by month, 1953-58 
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Annual average 
Range between high and low month. 
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1 Labor dispute, not considered in range difference, 
Compiled by and source: Minnesota Department of Employment Security. 


Nonagricultural employment exclusive of mining in 6 major northeast resource 
area cities 


September 


1958 


28 
ve 
z 
| 
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Seast 
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3 
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Minnesota total..........----- 
Percent of cities to State 
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Compiled by and source: Minnesota Department of Employment Security. 


Manufacturing employment in 6 major northeasi resource area cities 
September 


1958 


11, 478 8,117 
393 343 


666 845 
492 
183 
630 


h 13, 842 
Minnesota total | 213, 146 
Percent of cities to State 7.0 4.9 6.5 


BSa883 
AwWaore 


to 
no 


Compiled by and source: Minnesota Department of Employment Security. 
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Trade employment in 6 major northeast resource area cities 





February Percent September 
change, 


Grand Rapids 
Hibbing 


ae 
ao 


Minnesota total 
Percent of cities to State 


Compiled by and source: Minnesota Department of Employment Security. 


Number of different benefit recipients from iron mining industry, by month, 
1954-59 





SRSeZss 


- 
a 
o 


790 
1, 540 


S228 


ee 
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Source: Minnesota Department of Employment Security, Research and Statistics Section, Nov, 12, 1959. 


New claimants in the northeast resource area by industry, July 1957-June 1958 





New claim- | Percent of 
apts total 


Agriculture, forestry, fishing 
Mining and quarrying 

Construction 

Manufacturing 

Transportation, communication and utilities. -- 
Wholesale and retail trade 

Finance, insurance, and real estate 

Service industries 


— OO 
. PReSeNoorrm 
o PAIN SN OWON 


8 


New claimants in the northeast resource area, by occupation, July 1957-June 1958 


Occupation New Percent of 
claimants total 


Professional and managerial 575 
Clerical and sales 1, 625 


Semiskilled___ 
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New claimants in the northeast resource area by age, July 1957-June 1958 


| | 
Age New Percent of | New | Percent of 
claimants tal claimants total 


New claimants in the northeast resource area by earnings, July 1957-June 1958 


Earnings New claim-} Percent of Earnings New claim-| Percent of 
ants total ants total 


$0 to $519 7 $2.5 : 1, 500 7.0 
$520 to $999 : $3,000 and over 11, 150 52,2 
$1,000 to $1,499 ; ‘ | 
$1,500 to $1,999. . 5 100.0 
$2,000 to $2,499. ' 


Senator McCarruy. The next witness is Maurice J. Weinberger, 
superintendent of schools, Nashwauk-Keewatin, Minn. 


STATEMENT OF MAURICE J. WEINBERGER, SUPERINTENDENT OF 
SCHOOLS, NASHWAUK-KEEWATIN 


SCHOOL LUNCH PROGRAM 


Mr. Wernsercer. Senator McCarthy, ladies, and gentlemen, I would 
like to insert into the record a few comments concerning how unem- 
ployment can cause severe strains on the school districts. Obviously, 
we are called upon to furnish employment to people living in our 
districts and we are now giving free lunch to schoolchildren. I made 
a check yesterday, and we served in Nashwauk and Keewatin yes- 
terday 585 lunches and 312 of these, or 53.33 percent were free lunches. 
The school board decided on October 28 to give free lunches beginning 
November 2 and continuing until 3 weeks after the strike termination, 
and the union welfare committee and the Itasca County Welfare 
Board have helped us in screening people, but the need is there and we 
are glad to cooperate to make sure that no schoolchild will go without 
a proper noon lunch. 

I feel that the special school milk program the Federal Govern- 
ment has provided is a big help to us, and we offer free milk in any 
quantity to any child who wants it, and we have appealed to the com- 
munity school lunch section of the State department of education for 
additional U.S. Department of Agriculture donated foods, and we 
have received some already, and we just this week received some butter 
and cheese, and we have been promised additional donated foods in the 
form of ground frozen pork, I think, and turkeys and dried milk 
solids, andl so on. 

DECREASE IN TAX BASE 


Our school district, of course, has been going down as far as assessed 
valuation is concerned. I don’t know whether you want to make 
mention of it, but this does cause us a problem. Our tax rate is very 
high. Last year for school purposes alone it was 236.9 mills, with a 
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total homesetead tax rate last year of 470.84 mills. Our enrollment. 
seems to be going up all the time while our assessed valuation seems 
to be going down. 

EFFECT ON SCHOOLS 


Now, all of this, of course, affects our district in many ways. For 
example, it changes the attitude of our people to our unemployed, and 
therefore it goes down and affects the morale of our teachers, too, as 
one can readily see, and we do feel that Federal assistance is needed 
in such distress areas as ours. I think the term “Federal assistance” 
is a very good one, and I favor that term, and I do like it. I think that 
Public Law 85-864, the National Defense Education Act, was a big 
help. I know it is going to be a big ay does our district this spring. 
I am now making aoe with my school board to remodel our science 
department. It is going to cost us quite a bit of money, and the money 
that we will get in the form of reimubursement will be a big help. 

I was told my time was going to be very limited, so unless there are 
any questions, thank you very much for listening. 

Chairman McCartuy. Thank you very much, Mr. Weinberger. We 
appreciate this testimony because it indicates how far reaching the 
whole matter of unemployment or economic depression actually is. 

The next witness is Mr. Sven H. Wade, director, Mines Experiment 
Station, University of Minnesota. 


STATEMENT OF HENRY H. WADE, DIRECTOR, MINES EXPERIMENT 
STATION, UNIVERSITY OF MINNESOTA 


Mr. Wane. I was very pleased and honored to have been invited to 
speak at this meeting. My work has been related primarily to the 
technological problems related to the utilization of low-grade iron 
ores. In fact, most of my life has been devoted to that purpose. I 
think there is no question but that the utilization of low-grade iron 
ores has a very important bearing on unemployment in this area. 
Without it perhaps we would be in a much sadder situation than we 
are at present. 

The business of producing and shipping iron ore is of much im- 
portance to the economy of Minnesota and more particularly to the 
northeastern part of the State. A rather large group of people rely 
either directly or indirectly upon this business for their employment 
and livelihood. When mining activity is brisk the communities pros- 
per when mining activity is reduced an important number of people 

ome unemployed. 

Shpments of iron ore from Minnesota commenced in 1884, and 
since the beginning of the operation on the Mesabi Range in 1893 these 
shipments have grown to large figures. The annual shipments have 
varied greatly from year to year, but the trend has been upward 
through 1953. In that year Minnesota shipped more than 81 million 
tons, its largest annual shipment to date. The tonnage of ore from 
all sources shipped to U.S. consumers was greater in 1955 than in 1953. 
Minnesota shipments that year were 11 million tons less than 1953, but 
imports were 12 million tons greater. During the years 1958 and 
1959 Minnesota shipments were abnormally low. Table IX lists the 
annual shipments from the various mining areas together with the 
total Minnesota shipments. 
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TOTAL SHIPMENTS EXPLAINED 


Table X shows the total shipments through 1958 divided into five 
classifications. Approximate reserve tonnage figures for each of the 
first four classifications are also shown. A third column shows the 
shipments plus the reserves. The figures in this column should ap- 
proximate the amount of material originally available in each class. 
This tabulation indicates that there were originally more than 3,000 
tons of direct shipping ore and concentrate of a type presently 
merchantable. 

The ore classes shown in table X are based on the method of min- 
ing and the subsequent treatment used to prepare the material for 
shipment. Open-pit direct shipping ore is obtained from large ore 
occurrences which can be stripped of overlying waste materials and 
mined by mechanical means. The ore may be shipped with no bene- 
ficiation treatment other than possibly screening to remove coarse 
chunks which may be rejected or crushed and remixed. This type 
of mining requires a considerable original expense in preparation for 
mining, but after the preliminary work is eeliiek the actual ex- 
pense for ore removal isa minimum. This type of mining requires the 
fewest number of employees to produce a given quantity of shipping 
product. The actual number of man-hours required to produce 1 ton 
of ore varies greatly from one mine to another and from year to year. 
A figure of 0.15 man-hours per ton may indicate the approximate 
requirement for this type of iron-ore mining. The table indicates 
that there was an original reserve of 1,778 million tons of open-pit 
direct shipping ponge ore accounted for 40.6 percent of total ship- 
of this tonnage, leaving a present reserve of 291 million tons. This 
type of ore formerly constituted a major portion of total Minnesota 
shipments, but the percentage has been gradually dropping. In 1958 
direct shipping open pit ore accounted for 40.6 percent of total ship- 
ments. 

RISING COSTS CLOSE MINES 


Underground direct ore, as the name implies, is extracted by under- 
ground mining methods. This type of mining formerly provided an 
important part of the Minnesota iron ore shipments. Rising operat- 
ing costs have forced many underground mines to close, and in 1958 
this type of ore was only 4.4 percent of the total shipment. Man-hours 
per ton vary greatly but an approximate figure of 1.09 may be indica- 
tive. Table X shows an original tonnage of 565 million tons of mate- 
rial that we would now class as underground direct shipping ore. Of 
this original tonnage 71.2 percent has been mined, leaving a present 
reserve of 163 million tons. 

Open pit concentrate (excluding taconite) is made from material 
mined by open-pit methods and subsequently processed in order to 
provide a product of acceptable quality. The processing results in 
the rejection of a substantial portion of the tonnage mined and it is 
becoming increasingly difficult to produce concentrate of acceptable 
analysis. As with other types, the labor requirement varies greatly 
from one mine to another, but a figure of 0.46 man-hours per ton is 
an approximation. This class of ore has become an important part 
of Minnesota’s iron ore production. In 1958 open pit concentrate 

47557—60—pt. 4-14 
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was 35.3 percent of the total shipment. Table X shows an original 
tonnage of 627 tons of open pit concentrate. Of this original tonnage, 
75.7 percent has already been mined, leaving an indicated reserve of 
152 million tons. This figure may be modified by future technological 
and economic factors. : 

The reserve classed as underground concentrate includes a relatively 
small tonnage of material which must not only be concentrated but 
which is so situated that underground methods may be required for 
itsmining. Little of this type Puaee is being used. 

Of the original 3,000 million tons of the above-mentioned four 
types, 78.6 percent has already been mined and shipped, leaving a 
present estimated reserve of 644 million tons. 

More than 600 million tons in reserve is a large quantity of iron 
ore, but there are definite indications that maximum production rates 
of these types of material have been passed and that the trend hence- 
forth may be downward. This outlook presents many very serious 

roblems for the State, the communities, the people of the area, and 
or the iron mining industry. 

In the early days of iron mining in Minnesota most of the ore was 
shipped without much additional treatment. Starting about 1910 
ore concentration began to be an important factor in the ore production. 
Concentration has made it possible to use a great deal of material that 
would otherwise have been unacceptable. The percentage of concen- 
trated material included in the annual shipments has been increasing 
through the years. In 1958 44 percent of the total shipment, exclud- 
ing taconite, was concentrate, and nearly all of the remaining tonnage 
was beneficiated at least to the extent of screening out coarse rock or 
crushing coarse orechunks. (In compiling iron ore shipment records, 


ore that is merely crushed and/or screened is classified as direct ship- 
ping ore.) It is probably true that the percentage of concentrate will 
continue to increase, and it may be noted that recent newspaper items 
ave mentioned the construction of several new ore concentration 
plants. 


ORE SHIPMENTS TO DECLINE IN FUTURE 


In spite of the increasing facilities for producing gravity concen- 
trates, it seems probable that total shipments of direct ore and con- 
centrates will tend to decrease in the future. This statement does 
not mean that the large-scale production of iron ore in Minnesota is 
necessarily nearing an end. This need not be the case. We have in 
Minnesota extremely large reserves of both magnetic and nonmagnetic 
taconite. A very creditable start has been made in the direction 
of concentrate production from magnetic taconite. In 1958 there 
were shipments of 8.4 million tons of high-quality concentrate pro- 
duced from magnetic taconite. This was 19.7 percent of the total 
ore shipment for that year. Present plant facilities are sufficient to 

rovide something like 13 million tons per year. If production costs 

or taconite concentrate made in Minnesota can be demonstrated to 

be competitive with iron ore production costs elsewhere, we can ex- 
that’ facilities for producing magnetic taconite concentrate will 
increased. There is also the strong probability that high-quality 
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concentrate can be produced from. nonmagnetic taconite. With 
favorable conditions this could eventually become a larger source of 
high-quality concentrate than the magnetic taconite. df facilities 
are provided for a scale of taconite operation comparable to our past 
iron ore production rates, there will be a very considerable increase in 
the semier of men employed in the industry—possibly more than 
double the present requirement. This will be steady, year-around 
employment, and should create prosperous conditions in the mining 
communities. 

It seems quite probable that taconite production will eventually be 
greatly ex iadel above present capacities. There is, however, no 
certainty that this expansion will occur rapidly enough to avoid a 
period of serious unemployment. It is well known that there are in 
other areas many large potential sources of high-quality iron ore for 
supplying the U.S. steel industry. Large developments of foreign 
sources could very seriously postpone the full development of ore 
production facilities in Minnesota. 


SUMMARY 


In summary, it is my opinion that in spite of rising demands for 
iron ore by U.S. consumers, the production of direct shipping and 
easily concentrated ore in Minnesota will decline in future years. 
High-quality ores and concentrates from foreign sources are entering 
our market at growing rates. Increasing percentages of gravity-type 
concentrated ore, which requires more man-hours per ton than direct 
shipping ore, will help somewhat to maintain employment levels in 
Minnesota mining communities. This small favorable factor may 
be more than offset by declining production rates. The production of 
taconite concentrate has increased employment in areas where taconite 
facilities exist. Taconite facilities will someday be provided in other 
areas, but how quickly this will occur is very indefinite. Unless these 
new developments proceed rapidly there will be serious unemploy- 
ment in certain areas. This situation will continue until new sources 
of employment are created in these areas. Where industry will locate 
future plants will depend upon many factors. Their aim will be to 
develop the lowest cost, high-quality iron ore available to them. If, 
in their long-range planning, foreign sources appear to be more eco- 
nomical, the provision of new taconite facilities in Minnesota will be 
Se If taconite production in Minnesota appears to be their 

est source, the facilities will be located here, and a steady, high rate 
of employment can be predicted. 

Chairman McCarruy. Thank you very much, Mr. Wade, for your 
testimony. Do you have information regarding the cost factors that 
go into the production and the transportation of foreign ores, or is 
that beyond your field ? 

Mr. Wape. I have no definite figures. I have the feeling, however, 
that if we could make a high-quality material that would be a reliable, 
steady supply, I think that it would look attractive. I think that we 
have the materials and I think they are just about comparable in cost 
with equally good sources elsewhere. 
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(The tables referred to follow :) 


TasLe IX.—Minnesota iron ore shipments in gross tons 


Mesabi Cuyuna Vermilion Fillmore 
County 
district 


1, 434, 266 
2, 741, 565 
3, 859, 425 
3, 970, 169 
5, 555, 351 
5, 879, 576 
8, 385, 944 
9, 465, 353 
10, 791, 000 
15, 415, 080 
14, 571,075 
13, 439, 182 
21, 836, 518 
25, 613, 401 


23, 352, 360 
382, 618, 653 
46, 189, 617 


Pepe 


30, 772, 162 
45, 305, 647 
31, 589, 464 
88, 841, 968 
41, 919, 575 
36, 504, 854 
89, 167, 842 
47, 478, 167 
34, 881, 010 
17, 309, 211 

2, 250, 200 
14, 953, 168 
15, 967, 819 
20, 532, 222 
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1 054 
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“TABLE XI.—Minnesota iron ore shipments and reserve tonnages classified accord- 


ing to types 


Shipments Estimated Total 
through 1958 | reserves end | shipments 
of 1958 plus reserves 


290, 564,000 | 1, 778, 284, 000 
16.3 100 

162, 713, 000 564, 979, 000 
28.8 100 

152, 217, 000 627, 155, 000 
24.3 100 

38, 103, 000 43, 773, 000 
87 100 


643, 597, 000 | 3,014, 191, 000 
21.4 100 


1 Very large. 


Chairman McCarruy. I read an article in Fortune magazine within 
the last week or two in which it was indicated that some of the steel 
companies preferred the product coming out of the taconite mills here. 

Mr. Wang. I think that is true. 

en McCarruy. It makes for economy in the production of 
steel. 

Senator McCarruy. The next witness is Mr. Edward Coen, Uni- 
versity of Minnesota. 


STATEMENT OF EDWARD COEN, UNIVERSITY OF MINNESOTA 


Mr. Corn. Senator McCarthy, ladies and gentlemen, may I first say 
that Professor Howard, the chairman of the economic development 
at the university in Minneapolis, did want to come up here to testify 
but was unable to because of another engagement, so I will try to sub- 
stitute for him. I also say that what I say is my own opinion rather 
than that of either the economics department at the university or of 
economists in general, and many economists would quarrel rather 
violently with my views. What I would like to do is to summarize 
rather than read my statement. What I would like to talk about 
would be what the Federal Government can do, what I think it should 
clo, to promote virtually continuous full employment. 

— McCartuy. Your statement will be made a part of the 
record. 

PERIODIC BUSINESS DECLINES UNNECESSARY 


Mr. Corn. The speakers before me mentioned that this area was 
very sensitive to declines in general business activity, and I would like 
to say that I don’t feel that there is any reason for us to have these 
periodic declines. There wasn’t any reason or necessity to have the 
recession that we did in 1949, in 1954 and in 1958, that we could and 
should have prosperous booming business conditions all the time or 
virtually all the time. 

I don’t want to disparage specific measures of aid to particular dis- 
tressed areas, but I would tits to say that the first and most important 
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single thing that you can do is, first, get the general economy going 
along under full steam. Then you create in each distressed area at 
least the maximum level of activity and you have a base from which 
you can then rationally measure any residual special problem of that 
area, and you have also minimized, as it were, the special aid that has 
to be added on to the general conditions. 


RECESSIONS CREATED BY FEDERAL GOVERNMENT 


I would like to make as a first point, really, the rather obvious 
statement that the Federal Government does have the power to create 
conditions in which we would have continuous full employment, and 
if we don’t, if we periodically have recessions, as we have had them 
recently, it is not because the economy inevitably and of its nature has 
to have them; it is because the Federal Government wants them. In 
other words, the recessions of 1954 and 1958 were not natural events: 
they were deliberately engineered by the Federal Government in order 
to put a brake on inflation. Now if you can find a good argument for 
not worrying about inflation, then you have a good argument for not 
engineering any more recessions. 

The way in which the Federal Government can boost business con- 
ditions, if they need it, is by easing up on moneys so that businessmen 
and consumers can borrow more easily, by itself buying more goods 
if they are needed, such as schools and perhaps weapons, by reducing 
taxes so you and I have more to spend, so it has ample power to achieve 
full employment if it wants to. 

As an example of a particular case I would like to recall to you very 
quickly the experience of the years 1947 to 1953, which was essentially 
one of almost continuously full employment except in 1949. In 
these years our demand, our ability to buy goods, was so strong that 
the amount of the unemployed was a little less than 4 percent of the 
labor force—it could have dropped even lower, say, to about 3 per- 
cent—it is hard to get it much down below 3 percent because that 3 
percent are mainly people who are changing jobs and not people who 
can’t find them. So, we had pretty much full employment. Our total 
output was growing year to year by the rate of 4 percent increase per 
annum, and it so happened because of the strong demand for the goods 
of each businessman he was able to raise his prices, and over that period 
the general price level did go up 17 percent. That is about 3 percent 
per annum. I want to talk later about whether that’s bad or not, but 
for the moment let’s just admit that it exists. 


FULL EMPLOYMENT FEASIBLE 


I think this experience proves the complete feasibility of really full 
employment. We had one recession in that period, the 1949 one, but 
in the absence of that recession, which we could have avoided, then 
we could have gotten our unemployment down to no more than 3 
percent of the labor force, output could have grown from year to 
year by about 5 percent, and the rise in prices would certainly have 

n larger, not 17 percent, but maybe 20 or 25 percent, and this is 
the sort of picture you should have, as it were, roughly of the full 





UNEMPLOYMENT PROBLEMS 1529 


employment economy, a steadily growing high, nearly everybody can 
find a job, but the price level is going up steadily, maybe 4 or 5 percent 
er annum of inflation. ; 

Now the inflation hurts those people whose money income is sort 
of fixed, people who have saved up their money for their old age, and 
if the price level were to go up by 5 percent per annum the person 
who saved his money for his old age might find that the purchasing 
power he possessed when he wanted to spend his savings would have 
shrunk, and would have almost disappeared, so that in that respect a 
full employment situation, a full employment economy, hurts one 
group in the economy, the older people, the people whose money 
income failed to grow. 


PRICE STABILITY, NOT FULL EMPLOYMENT IS GOAL 


Now, because of the concern for this one group in the economy, dur- 
ing the last 6 years we have seen a quite different policy, a policy 
which has placed not full employment as its goal, but price stability, 
stop inflation. The Government, as it were, has put the brake on our 
demand, on our ability to spend; it has made interest rates high so 
that we can’t borrow as much. It has checked its own purchases 
down, and in that way, by weakening the sales volume of every pro- 
ducer, as it were, it has prevented him from raising his prices more 
than 1 percent per annum. It has achieved pretty much price sta- 
bility, but it has created, because it has put a brake on demand, on 
spending, on production—it has created an amount of unemployment 
considerably greater than we had before, an average amount of unem- 
ployment greater than before, by about 325,000 people, which is quite 
a large amount, and in 1958 6 percent of the labor force was unem- 
ployed, which is about nearly 2 million more than necessary. 

In addition, the rate at which our production has grown has only 
been 214 percent per annum instead of a feasible 4 or 5 percent, and 
that’s the same thing as saying that we have failed to produce in these 
last 6 years more than 100 billion dollars’ worth of goods that was 
perfectly well within our capacity. That is 2 or 3 months’ production 
of the economy going full blast which we just, as it were, wasted by 
not producing it. 

But we have protected those people who are old and living off their 
fixed savings. We have been exhibiting a preference, if you like, for 
a small or total pie in the interest of protecting those slices that go to 
those particular people, those hurt by inflation. , 

Now, I would like to make this commonsense suggestion. There 
should be some way of making the pie, the total output, grow as fast 
as possible and at the same time making some arrangements which 
would stop the shrinkage, protect the slices of the older people. It 
should be possible to enlarge the pie as fast as possible and not have 
anyone’s slice shrink, and I would like to offer a suggestion for quite 
modest institutional changes that would allow us to have continuous 
full employment, a rapidly growing output, and inflation, but which 
would prevent anyone from getting hurt by the inflation. 
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PRICE LEVEL ESCALATOR SUGGESTED 


What I would suggest, and others have—it is not an original idea— 
is that the Federal Government put a price level escalator into the re- 
demption value of its bonds, so that if you buy a bond from the Fed- 
eral Government for $100 and if over the life of the bond the price 
level goes up 40 percent, then when it is time for you to be paid back 
the Federal Government would pay you back $140, so that you are 
guaranteed that you get back the purchasing power that you origi- 
nally loaned. In this way your savings are protected. Ifthe Federal 
‘Government bonds were of this character, corporations and State gov- 
ernments would have to imitate them in order to keep their bonds 
competitive, and then insurance companies would be able to write in a 
price-level escalator into all the benefits that they give you, because 
they invest their money in these bonds. If the bonds have the esca- 
lator in them, they could put the escalator into your pension benefits, 
your medical insurance benefits, annuities, life insurance. 

In addition, it would be quite a simple matter to put the same 
escalator into social security benefits and also an escalator into the 
cash which you keep in the bank, so that every dollar you save you 

arantee that you get back the same purchasing power that you 
initially saved. Then you would have protected the savings of these 
people, private people and corporations, and you could go in for a 
continuous full employment policy, a rapid rate of growth of our 
output; you would have inflation but nobody would get hurt by it. 
The pie would be growing as fast as possible and no one’s share would 
be shrinking. 

I think that if this were done many individual problems for which 
we now look for special remedies would almost entirely, or 90 percent 

et solved of their own. For example, if the Federal Government— 
it may not say so, but it is acting on the supposition, which is probably 
true, that we have too many people in agriculture. This may very 
well be true. And if you provide plenty of opportunities for employ- 
ment, it is perfectly all right to say that we have too many people in 
agriculture, provided you give them an alternative opportunity in 
industry and provided that you give them generous aid in retraining 
and relocation. What doesn’t make sense is to at the same time say 
we have got too many farmers, we have got too many coal-mine 
workers, we have got too many iron-ore miners up in Hibbing, and 
at the same time we are going to go in for a policy of price-level 
stability which minimizes the alternative opportunities available to 
these people who you claim should be occupied otherwise. 

In the same way, the problem of automation would be minimized 
if there were abundant alternative opportunities created by a reall 
booming full employment economy. We wouldn’t be worried so muc 
by imports if the general business conditions were booming here, 


U.S.-RUSSIAN GROWTH COMPARED 


Finally, there were certain problems affecting maybe our supply 
that we are just sweeping under the carpet right now. I think that 
-outside of the President and a few of his close advisers, who are there 
because they agree with him, as it were, there is almost a unanimous 
feeling among military people, people who participate in defense 
planning, that the growth of Russia’s military power is proceeding so 
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much faster than ours that we may very soon find ourselves in a very, 
very dangerous situation. Apparently, the administration tends to 
underestimate this risk because they honestly feel that the economy 
just can’t stand a bigger defense effort. If you feel that way, if you 
feel you are doing your best, what more can you do? But if it’s true 
that we are failing to produce each year 20 billion dollars’ worth of 
goods that could be produced, it does not make sense to say that we 
cannot produce another billion dollars’ worth of weapons, that we 
cannot produce another 5, 10 billion dollars’ worth of weapons. We 
have the capacity to produce another 10 billion dollars’ worth of weap- 
ons, and in addition another 10 billion dollars’ worth of consumer 
goods that we are not producing now. It is completely illogical to 
state or to create the impression that spending another billion or an- 
other few billion dollars on defense would be wasteful when simul- 
taneously you are engaged ‘na policy which is not producing 20 billion 
dollars’ worth of goods each year that you could be producing. That 
is the purest form of waste. 

Thope I have not spoken too long. 

Chairman McCartuy. No; you haven’t. We appreciate your testi- 
mony very much, Mr. Coen. You have helped to establish that the 
basic and continued problem is one of full production of our economic 
resources. 

(The prepared statement of Mr. Coen is as follows:) 


PREPARED STATEMENT OF EDWARD COEN, UNIVERSITY OF MINNESOTA, ON FULL 
EMPLOYMENT, RAPID GROWTH, AND THE PROTECTION OF PERSONAL AND CORPORATE 
SAVINGS 

A. THE THREE APPARENT POLICY ALTERNATIVES 


Our experience since World War II seems to suggest that we must choose 
between the following three policies: 

(1) Continuous full employment, together with a rapid growth of total 
output and a rapid rate of inflation. 

(2) Some unemployment, together with a slower growth of output and a 
slowly rising price level. 

(3) Severe unemployment, together with a very slow growth of output 
and complete price stability. 

Policy (1) insists on continuous full employment. Policy (3) insists on a 
completely stable price level. Policy (2) strikes some compromise between the 
goals of continuous full employment and complete price stability. 

Policy (1) was approached during the period 1947-53 and is illustrated by 
the following statistics : 


Hypothetical 
Actually GN P’s grow- 
produced ing at 4 
Percent of GNP’s in percent per | Index of con- 
labor force constant annum in | sumer prices 
unemployed dollars constant (1947=100) 
(billions of dollars 
1954 dollars) (billions of 
1954 dollars) 


(3) 





Source: Survey of Current Business, U.S. Department of Commerce, July 1959 and other issues. 
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Column 2 shows that for the period as a whole unemployment averaged 4 
percent of the labor force. 

Column 3 gives the actually realized GNP’s from 1947 through 1953. Column 
4 shows the hypothetical GNP’s which would have resulted from a steady growth 
of exactly 4 percent per annum. The total of realized exceeds the total of 
hypothetical GNP’s, so the actual growth rate slightly exceeded 4 percent. This 
was a 4-percent growth of physical output, not pust a growth of money values 
due to rising prices. Prices did rise by 17 percent but the GNP figures have been 
corrected for this by calculating them as if the same (1954) level of prices had 
prevailed in every year. 

The 17-percent rise in prices implied a 17-percent decline in the purchasing 
power of consumers whose income or wealth was fixed in dollar size, although 
most consumers’ living standards improved. 

It can be seen from this experience that if measures had been taken to prevent 
the 1949 recession the characteristics of this period would have been roughly: 

(a) Unemployment about 3% percent of the labor force. 

(bo) A rate of growth of output close to 5 percent per annum. 

(c) A price level rising by about 4 or 5 percent per annum. 
These features might therefore describe policy (1) which insists on continuous 
full employment. 

Policy (2) is illustrated by statistics from the last 6 years. 


Hypothetical 
Actually GN P’s grow- 
produced ing at 4 
Percent of GN P’s in percent per | Index of con- 
labor force constant annum in | sumer prices 
unemployed dollars constant (1953 = 100) 
(billions of dollars 
1954 dollars) (billions of 
1954 dollars) 


(4) 





Source: Survey of Current Business, U.S. Department of Commerce, July 1958 and later issues. (1959 
figures are estimates.) 


By a policy of tighter money and more conservative public spending, the 
rise in prices was held down to 1 percent per annum, but the policy brake on 
total demand and output made the total of realized GNP’s fall more than $100 
billion short of the total which we could have produced with a 4-percent growth 
rate. The reailzed rate of growth of total output was only 2% percent per 
annum as compared with the 4-percent growth whose feasibility was demon- 
strated during the period 1947-53. 

The slower increase in output was naturally accompanied by a higher average 
rate of unemployment. Over the period 1953-59 unemployment averaged 414 
percent of the labor force as compared with 4 percent during the preceding 
period. A difference of one-half percent seems trifling, but it meant that on 
the average 325,000 more persons were without jobs. 

Therefore the approximate characteristics of policy (2) are: 

(a) Unemployment of 4 to 5 percent of the labor force. 
(bo) Arate growth of output of 2 to 3 percent per annum. 
(c) A price level rising by 1 or 2 percent per annum. 

This suggests that if we were to insist on complete price stability, policy (3), 
the average amount of unemployment might be as much as 6 or 7 percent of 
the labor force, and the rate of growth of output might be only 1 or 2 percent 
per annum. 
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B. A FOURTH POLICY ALTERNATIVE: FULL EMPLOYMENT, TOGETHER WITH RAPID 
GROWTH AND GUARANTEES OF THE REAL VALUE OF PERSONAL AND CORPORATE 
SAVINGS 


There has been a tendency to assume that policies (1), (2), and (3) exhaust 
the available alternatives. Thisis not the case. A fourth alternative is to amend 
policy (1) in a way which might preserve its advantages and avoid its principal 
drawbacks. An argument can be made in favor of a policy of promoting con- 
tinuous full employment (not more than from 3 to 4 pjercent of the labor forme 
unemployed), together with a rate of growth of output of from 4 to 5 percent 
per annum, together with a price level rising perhaps as much as 4 or 5 percent 
per annum. 

It is true that we would then be experiencing a quite rapid inflation, but if 
those who normally get hurt by inflation could be substantially protected, the 
inflation per se would cease to matter. It may be that some modest institutional 
changes would provide this protection. 

Thus the Federal Government could incorporate a cost of living escalator 
into the redemption value of all its bond issues. If, over the life of a bond, the 
price level should rise, say 20 percent, the bondholder would at its redemption 
date recover 20 percent more dollars than he originally loaned. This change, far 
from being radical, is ultraconservative. Under conditions of price stability, 
ordinary bonds, by returning to the lender the same dollar principal amount that 
he originally parted with, also return to him exactly the same purchasing power. 
This is precisely the protection afforded by the cost-of-living escalator when 
prices are rising. 

Normally the Government finances the redemption of an expiring bond issue by 
floating a new one. If the price level rose 20 percent over the lifetime of an 
expiring bond, the Government would have to borrow $120 to redeem a bond 
representing original borrowing of $100. The dollar size of the national debt 
would rise as rapidly as the price level. But the real indebtedness of the Gov- 
ernment (the purchasing power owed) would be unchanged, as it would with a 
stable price level and a constant dollar size of the national debt. In addition 
the Government could borrow at much lower interest rates than it now pays, 
because the interest would not have to include compensation for the expected 
decline in the bond’s real redemption value. 


COST OF LIVING ESCALATOR IN BONDS 


With a cost-of-living escalator in Federal bonds, the States, municipalities, 
and corporations would rapidly follow suit to keep their bonds competitive. In- 
surance companies would then be able to finance a cost-of-living escalator in all 
their life insurance, pension, and annuity benefits: and the Federal Government’s 
social security funds could finance an escalator in social security benefits. 

By an equally simple device a price level escalator could be attached to all 
checking and time deposits in those commercial banks which are members of 
the Federal Reserve System. If, for example, the price level should in some year 
rise by say, 5 percent, the Federal Reserve banks could simply give the commer- 
cial banks additional reserves sufficient to enable them to increase the deposits 
of their customers by 5 percent. 

In this way the main types of savings which normally get eroded by inflation 
would be completely protected. 

It is often objected that the inflation which initially creeps must eventually 
gallop. This hyperinflation has occurred when people were unwilling to save 
money because its purchasing power was declining. They hastened to convert 
every money receipt into inflation proof assets. The prices of these skyrocketed. 
But this flight out of money would not occur in this case because a price level 
escalator in checking and savings accounts would completely protect the pur- 
chasing power of one’s cash. The mainspring of hyperinflation would be absent. 

It thus seems feasible to enjoy simultaneously the full employment and rapid 
growth promised by policy (1) and also the protection of savings promised by 
policy (3). 

In a way this solution looks too good. It looks like having one’s cake and 
eating it. It is however very common for us to assume that our dilemmas are 
necessities of nature, when they may well be only institutional accidents. 

In this particular case it is easy to appreciate that there may not be any 
natural and inevitable obstacle to the goal of full employment and rapid eco- 
nomic growth. We dislike inflation primarily because of its inequitable effects 
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on the distribution of the Nation’s purchasing power. The total pie may be 
growing rapidly in size, but inflation actually shrinks the size of the slice which 
can be bought by those with relatively fixed money incomes. Therefore during 
the last 6 years we have chosen to have the total pie grow more slowly in the 
interest of greater price stability and a more equitable slicing of the pie. 

But commonsense suggests that there should be some way of arranging for 
full employment and for the more rapid growth of the pie, while simultaneously 
arranging to prevent any shrinkage in some of the slices. The price level escala- 
tor is simply a technique for “sanforizing’”’ the slices which go to those whose 
money incomes are fixed. 

It may be worth noting that this proposal is in a sense completely neutral 
politically. If, for example, an administration currently in office should decide 
that it wanted to use its monetary and fiscal powers to achieve price level 
stability, the existence of a price level escalator in the redemption value of 
Government securities would in no way hinder this price stabilization policy. If 
the price level were stabilized, the escalator would simply be inoperative. 

The experience of the years 1947 to 1953 does strongly suggest that a 4-percent 
rate of growth of output, and unemployment not in excess of 4 percent of the 
labor force is wholly feasible. If the price level escalator had existed then it 
would simply have safeguarded those who got hurt by the 17 percent rise in the 
price level. 

Clearly minor snags might reveal themselves if such an experiment were tried. 
It is, however, a very modest experiment and can in no way get out of hand. The 
administration could gradually make money a little easier and increase Federal 
spending slowly, and if any undesirable consequences should emerge, the tradi- 
tional monetary and fiscal brakes could be promptly applied. 


BENEFITS NUMEROUS 


The possible benefits from such an experiment might be both numerous and 
fundamental. If, as appears to be the case, we could each year produce roughly 
$20 billion more goods than is now the case, the arguments against increasing 
foreign aid and defense expenditures lose much of their force. We have the 
capacity to produce more weapons, more foreign aid goods, more education, 
more basic research, and also more for our own consumption. These goals are not 
in competition with each other so long as we continue to fall so far short of our 
capacity output. 

The long-run fundamental solution for the farm problem is the provision of 
alternative job opportunities for farm labor. Some of the same people who pro- 
claim this, simultaneously insist on a degree of price level stability which 
eliminates the industrial jobs into which surplus farm labor is supposed to 
move. In general the basic solution for depressed industries is a very strong 
level of general demand which opens the door to alternative opportunities. The 
pressure for tariff and quota protection from imprts would greatly decrease if 
our domestic demand was really brisk. Those who simultaneously fight for freer 
trade and price level stability are trying to voyage both east and west simul- 
taneously. 

If there were something approaching continuous full employment, there would 
be much less resistance by labor to the introduction of more automated produc- 
tion methods, and if total output were growing faster, wasteful disputes about 
its precise division (e.g., the steel strike), would be much more easily negotiated. 

In general, it may be that many urgent problems, which we either evade or 
else patch up with ad hoc remedies, would find both better and easier solutions 
if we could put all our effective labor force to work and encourage a level of 
demand able to induce a 5-percent instead of a 21% percent growth of our produc- 
tion. We persistently underestimate our true productive capacity. For example, 
the true amount of unemployment, from the point of view of assessing our output 
capability, should include perhaps as much as 1 million persons classified as 
employed in agriculture, who could and would take jobs in industry (if they were 
available) without inducing any fall in agricultural output. The conventional 
way of rating the capacity of our physical plant also understates its true 
capacity. 


Senator McCarrnuy. The next witness is Mr. Kaarlo J. Otava. 
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STATEMENT OF KAARLO J. OTAVA, COMMISSIONER, IRON RANGE 
RESOURCES AND REHABILITATION COMMISSION 


Mr. Orava. Senator McCarthy, members of the staff, ladies and 
gentlemen, I appreciate very much this opportunity to testify on un- 
employment problems here in northeastern Minnesota with which I 
am very familiar, having lived in this area all my life, and having had 
the opportunity during the past 5 years to serve the State of Minne- 
sota with the department most concerned with this area and its un- 
employment problems. 

Mounting unemployment in the 1930’s and the rapid depletion of 
the State’s best iron ore reserves were among the factors which in- 
duced the legislature in 1941 to create the office of commissioner of 
iron range resources and rehabilitation. 

At the time St. Louis and Itasca Counties, the leading mining areas, 
had 10,000 persons employed. ‘Twelve percent of the people in St. 
Louis County were receiving public assistance, and employment in the 
mines had decreased from 12,000 to 4,500. Labor-saving machinery 
was noted as one of the reasons for diminishing employment. 

The department was created especially for the purpose of develop- 
ing the remaining resources of northeastern Minnesota and providin 
employment and rehabilitation for the residents of the area who ha 
lost their jobs due to the depletion of the high-grade ore bodies. 

Timber and timber lands once exploited in the development of Min- 
nesota now support the second largest industry in the State. This 
renewable resource properly developed can support an expanded tim- 
ber economy and provide more jobs for Minnesota residents. 

Facts concerning the 18.1 million acres of commercial forest land in 
Minnesota have been determined by a forest survey carried out by the 
iron range resources and rehabilitation foresters. Operating on a 
project basis, the office of iron range resources and rehabilitation em- 
ploys 30 trained foresters to carry out programs to develop the tim- 
ber resources on county-held tax-forfeited lands of the State. These 
projects have the following points as their goal : 

1. Stabilize ovr forest industries at as high a level as possible. 
2. Create more jobs. 

3. Promote more complete use of Minnesota forest products. 

4, Increase production on forest lands. 

5. Develop new uses for wood and wood products. 

Achievement of these goals means more jobs and a better standard 
of living for the residents of timber producing areas. 

In addition to our work in forestry, the department’s main field 
of activities has been in the form of surveys and research to find new 
uses for the raw materials available in the area. As a result of these 
surveys and research, numerous pilot plants have been established by 
the department, some of which have failed, but many of which have 
been successful and have developed to become nationally known in- 
dustries. Many problems have been encountered in the experiments, 
and progress in some cases has been slow, but every effort has been 
made to develop the projects on a sound basis. Even projects which 
have failed, such as the iron powder plant, can be considered as hav- 
ing contributed to the long-range program of research in use of Min- 
nesota’s resources. 
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Assembled knowledge and past experience has also helped in the 
establishment of additional new plants. 

At the present time, plants started by iron range resources and re- 
habilitation in this area are providing employment for 1,400 people 
directly in their operations. Auxiliary employment resulting from 
these plants has resulted in employment of approximately 5,000 addi- 
tional people. The employment in these plants has not fluctuated dur- 
ing the recent 1958 recession or even during the recent steel strike. 
This employment is primarily year around employment and is not 
seasonal, such as the employment in the iron ore industry. This 
helps to stabilize the economy of this area. 


PEAT PLANT AT FLOODWOOD 


As an example of what additional industry can do for a community, 
take the case of the State-owned peat plant at Floodwood. This plant 
was idle for many years and had been offered for sale as junk on sev- 
eral occasions. The iron range resources and rehabilitation, as a de- 
partment, was successful in bringing in an operator to this plant 3 
years ago. The plant is now employing approximately 50 people in 
this small community of Floodwood. i nis employment at the plant 
has created prosperity in that small community at a time when a great 
share of the area is suffering from unemployment and economic de- 
pression. 

Prior to the time of the reactivation of this plan the welfare load in 
that area was at a peak and the school district was in financial diffi- 
culties. As a result of the reactivation of this plan, the school dis- 
trict is now on a sound financial basis, and the relief load in the area 
has been reduced to a minimum. If Federal funds were avaliable in 
the form of investment capital this story could be repeated time and 
again in other communities in northeastern Minnesota. 


FEDERAL FUNDS NEEDED 


In recent years many requests for financial aid in the establishment 
of similar operations have come into the department, but due to the 
limitation of funds and the peculiar nature of the law under which 
we operate, this department has had to repeatedly turn down re- 
quests for sound projects. If Federal funds were available for such 
purposes, in a few years the area could become self-sustaining, the 
relief load would be reduced, and the fluctuation in employment 
would level off. 

Another reason why Federal funds for such purposes should be 
available is that this is not only a problem in northeastern Minne- 
sota. At meetings of development groups of our neighboring States 
I have learned that the same problems are inherent in the economy 
of northern Michigan and northern Wisconsin. It is a historic fact 
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that a single industry area such as northeastern Minnesota, northern 
Michigan, and northern Wisconsin have continuing unemployment 
problems due to economic conditions beyond their control. , 

It seems to me that an area such as the Lake Superior iron min- 
ing area which has produced the sinews of war for two major con- 
flicts should not be subjected to an inferior economic status due to the 
fluctuations in the steel market from time to time. It is usually a 
community or an area with the most limited financial resources and 
the least capable of raising capital for long-term industrial expan- 
sion that needs the help the most. Continued unemployment has 
drained off the local capital and has depressed the people to such a 
degree that local financing is almost impossible. 

Federal assistance with this problem could supplement the State 
and local groups in redevelopment of these distressed areas. In 
many cases local indifference and opposition to expansion and re- 
development exists. Some dominant economic interests may be 
frustrating or preventing developmental activities. Those who 
benefit from the lack of growth may stand in the way of progress; 
therefore, this problem can best. be handled and supplemented on the 
Federal level. 

LACK OF CAPITAL 


A recent survey of the tourist and travel industry sponsored by 
this department also points out that one of the biggest obstacles to 
the growth of that industry is the lack of capital for upgrading the 
present facilities and construction of new additional facilities. If 
Federal assistance in financing were possible this industry could also 
grow to its full potential, which would again help in the stabilization 


of the economy. 

One of the deterrents to industrial expansion in northeastern Min- 
nesota has been the high cost of power. With the present prospect 
of receiving natural gas in the area this problem may be somewhat 
overcome. However, if necessary, the Federal Government should 
try to find a source of lower cost power for this area. Basically, 
this area has also been at a disadvantage due to discriminatory 
freight rates. However, with the opening of the St. Lawrence 
Seaway and the development of the port of Duluth, products from 
this area can be shipped to world markets by low-cost water trans- 
portation. This low-cost water transportation will also tend to 
reduce rail and truck rates. 

Northeastern Minnesota has the capacity to grow. We have an 
abundance of forestry resources; an abundance of low-grade mineral 
resources; sufficient water; well-educated people; good community 
facilities, such as schools, hospitals, and recreational facilities; and 
a high class of labor. The largest drawback to industrial develop- 
ment here is the lack of investment capital. 
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(The material referred to previously follows:) 


Forest areas and timber volumes by survey districts, Minnesota 


Commercial Growing stock volume 

forest land (thousand cords) 

area (thou- 

sand acres) _—_— 
Softwood Missis 


Superior 5, 991 16, 353 
Central Pine. 6, 358 11, 190 
Rainy River 2,077 6, 671 
Southeast 2, 166 500 
Ww 1, 506 650 
35, 364 

corres} 

distric 


Timber volumes in northern Minnesota* by species and ownership 
[Million cords] 


Balsam | Red and 
Spruce fir jack pine 


1 Includes Central Pine, Rainey, and Superior districts. 


Estimated allowable cut, actual cut, and apparent surplus of growing stock by 
species and survey districts, northern Minnesota 
[Thousand cords] 
Direct 


Other ¥ 
District fir 


Su 


perior: 
Allowable cut. 


Apparent surplus 
Centra! Pine: 
Allowable cut 
Actual cut 
Apparent surplus 


otal: 
Allowable cut 
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Estimate of surplus timber available in the prospectus areas 


[Thousand cords] 


Other Balsam Jack White Other 
Spruce fir pine and red soft- 


Area Total Aspen hard- 
woods pine woods 





Mississippi head- 


| 
North shore ! . 
1 North shore area overlaps with the Ely supply area as outlined on the map, 


NoTE.—In a few cases, the surplus of timber of certain species is less in the survey district than in the 
corresponding prospectus area included in the district. This is due to a greater drain of timber in the survey 
district as a whole as compared to the allowable cut. 


Iron ore 


Estimated reserve tonnage (including stockpiles) in gross tons, May 1, 1958: 
Mesabi Range 646, 448, 673 
Vermilion Range 9, 598, 769 
Cuyuna Range 45, 824, 409 


701, 871, 851 
2, 830, 497 


704, 702, 348 


Classification of iron ore reserves of Minnesota as of May 1, 1958 


Classification Mesabi Vermilion Cuyuna 
Range Range Range 





Direct ore: Tons Tons Tons 
298, 729, 000 3, 000 9, 199, 000 
126, 708, 000 9, 039, 000 


9, 042, 000 


Concentrate: 


Open pit 160, 176, 000 2, 000 , 897, 000 
Underground 35, 824, 000 , 285, 000 


WO cd dwacncelyccass Shidtownpemwinn acm d tee Sulfa amsebere 196, 000, 000 2, 000 


, 182, 000 


Total ore: 


In ground 621, 437, 000 , 044, 060 . 241, 000 
In stockpile ‘“ 27, 843, 000 555, 000 583, 000 


| _ - — - 
| 649, 280, 000 9, 599, 000 
| 





45, 824, 000 


Source: ‘University of Minnesota Mining Directory,” 1959 issue. 
LEAN IRON ORE STOCKPILES AND TAILING PONDS AS OF MAY 1, 1957 


Listed with the tax department are: 606 stockpiles and tailing ponds, ete. 
containing a total of 580,005,446 tons of material. 

From State, Federal and private maps, it appears that there are apparently 
not listed : 


Piles, 
ponds, etc. 
In St. Louis County 


In Itasca County 


47557— 60-—--pt. 4-——15 
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TACONITE 


It has been estimated that by present mining methods there are available 
10 billion tons of magnetic taconite that will yield 3 billion tons of concentrate. 
This together with Minnesota ore reserves should supply 80 percent of U.S. iron 
needs for at least 35 years. This is assuming that other U.S. sources can supply 
the balance with no need for imports, and if one considers the nonmagnetic 
taconite available, it should very nearly make the United States self-sufficient 
in iron from Lake Superior sources alone. 


MANGANESE 


The Cuyuna Range has the largest reserve of manganese in the United States. 
The Federal Bureau of Mines has estimated that the area contains 432 million 
long tons of different classes of manganiferous iron-bearing formations suitable 
for making ferrograde manganese ore. Mineral dressing studies indicate that 
a& manganese product can be recovered by flotation of the onoxidized iron 
formations. 

Since about 90 percent of the manganese is imported at present, it appears 
that the Cuyuna manganese is vital to our Nation’s welfare. 


COPPER-NICKEL RESERVES 


A considerable amount of work has been done on these resources which are 
found mainly in the south Kawishiwi River area near Ely. Exploration work 
is now being conducted in this area by private companies and no tonnage or 
analysis figures are available from them at the present time. From previous 
exploration and reports, it seems that these deposits will be of value in the 
future. 

Senator McCarruy. The next witness is Mr. Joseph Robertson, 
Commissioner of Taxation. 


STATEMENT OF JOSEPH M. ROBERTSON, COMMISSIONER 
OF TAXATION 


Mr. Rozerrson. Senator McCarthy, ladies and gentlemen, we are 
going to need more money; I think that is agreed upon by everybody 
who studies the situation; this is agreed upon by people who have 
such diverse philosophies as the Rockefeller Foundation and the AFL- 
CIO. It is going to be absolutely necessary. I can remember a few 
years ago when people were talking about what we need in Washing- 
ton is a balanced budget, and reduce taxes, and curtail expenditures, 
and soon. As I recall, last year, the fiscal year that closed June 30, 
1959, we ran the largest peacetime deficit we ever ran, something like 
$13 billion, in Washington. 

Every now and then I hear the term “creeping socialism.” Our 
expenditures have doubled in the last 10 years and I have yet to find 
a “creeping Socialist,” a “galloping Socialist,” or any other type on a 
town board, a school board, village council or anywhere else in the 
State of Minnesota. This is money that is being spent in response 
to public needs and public demands on the part of the people of this 
State. I think if we are going to get this type of money we are going 
to have to have the economy function at full levels, full levels of em- 
ployment. That, I think, was pointed out very well by an article I 
cited here that appeared in the June 1959 issue of Fortune magazine. 
They point out in this piece, for example, that the State and local 
government revenues, including Federal aid, increased from $13.7 bil- 
lion in 1946 to $41.3 billion in 1957, and if the economy reaches the 
levels that Fortune predicts, for 1970 it will be $75 billion. The 
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present State and local tax systems now produce about $78 billion in 
receipts. That is a percentage jump of 89 percent over the 1957 re- 
ceipts, without any appreciable increase in the present tax structure. 
Of course, a growth of this sort can only come about if we have full 
levels of employment. aad 

Another problem that we are faced with at the State level is illus- 
trated in the data in table I, and I will summarize that quickly. That 
shows the point in some detail that the Governor was making this: 
morning, that from 1948 to 1957 the National Government in Wash- 
ington has continued to put in smaller and smaller proportionate 
shares of expenditures for nondefense expenditures at the State and 
local level. 

Looking at that table we will see that total State and local expendi- 
tures amounted to 53.4 percent of domestic expenditures, and by 1957 
that amount had increased or that share had increased to nearly 65 per- 
cent—64.8. So that seems to be the tendency of the policy in Wash- 
ington that the National Government will put in a smaller propor- 
tionate part. If that is true, it is doubly essential that we have the 
economy geared in such a fashion that our own local and State tax 
systems will produce as much as possible. 

Let’s look at the situation here in the State of Minnesota. We, in 
the State of Minnesota, rely very heavily on the personal and corpora- 
tion income tax. It has been proved that this is the tax that responds 
most readily with fluctuations in the economy. Recent studies have 
indicated, for example, that when the economy goes up 1 percent that 
you can normally expect to receive an increase of about 1.7 percent in 
your income tax receipts, where other tax receipts, like sales and prop- 
erty taxes, increase about 1 percent. So, this type of tax that we 
utilize very heavily in Minnesota responds in a rather sensitive fashion 
to ups and downs in the economy. 

Looking at this region here in northeastern Minnesota, this 16- 
county region, and comparing the normal State income tax receipts 
in this State, 53.58, we had a statewide increase in receipts of 79.3 per- 
cent, this after taking out any rate increases, and in this region a 
considerably less increase of 71.7 percent. 


UNEMPLOYMENT AND TAX BASE 


There is another factor that the unemployment situation in this re- 
gion has and that is on the property tax base. As Superintendent 
Weinberger mentioned this afternoon, table III shows, for example, 
that the taxable value—this is the property tax base that. the local com- 
munities of government rely on most heavily—the property tax base in 
this 16-county region increased 1.7 percent from 1952 through 1958, 
compared with a 17.5 increase in the remainder of the State of Min- 
nesota or the State as a whole, so we get the situation where we are 
affected at the local level and we are affected at the State level, so 
soft spots like these we have in this region tend to pull down our State 
receipts, tend to pull down our local receipts, at the same time the 
policy that is being followed at the National Government to contribute 
a smaller and smaller proportionate part, so we get cut with a double- 
edged sword. 
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I felt sort of guilty when I sat here and heard Mr. Wangensteen 
talking, for me to be here talking about mere money. I think if we 
are going to operate at the State and local level we are going to need 
money there, and it is very important that the Congress at the national 
level give this problem serious study and give us comprehensive and 
as rapid action as possible to insure that we do have full employment. 
If we are going to continue to get less help from Washington, for 
goodness sake, do the best you can to help us with the car we are driv- 
ing at home. 


OVERLAPPING STATE AND FEDERAL TAXES 


Chairman McCarruy. I wonder if you would care to comment on a 
problem which is only indirectly related to the unemployment prob- 
lem, which is the principal object of our study. It is the question of 
overlapping of State and Federal taxes and there has been hesitation 
on the part of the Federal Government to define the areas in which 
it will tax and whether it will reserve for the States areas in which 
States might impose taxes. Do the States have a problem to obtain 
revenues sufficient to carry on these additional responsibilities which 
the Federal Government, at least speaking through the administra- 
tion, seems willing to pass back to the States? 

Mr. Rosertson. We have some problems. You may be thinking 
about the proposal, I believe, of the joint State and Federal action 
committee to turn back to the States certain functions in sewage dis- 

osal, as in this area, and at the same time they were going to give the 
States, I believe, 10 percent of their telephone excise tax. This is the 
sort of situation that we in Minnesota have thought a great deal of. 
We had grave difficulties in this past session of Congress that you 
are very much aware of, the question of taxing interstate commerce. 
The Supreme Court thought what we were doing here was all right, 
and what the State of Georgia was doing was all right, but after the 
Supreme Court said this was all right action was taken in Washington 
to change this situation, and this is a problem that we have, defining 
the areas just where we are going to get our money and where the 
Federal Government is going to get the money and how we are going 
to support these programs that the people are interested in. 

Chairman McCartay. It is possible that the Court might again say 
you can do that. 

Mr. Rosertrson. The State of Louisiana and the State of Georgia 
and the State of Minnesota are looking for the very best they can—if 
you will pardon me—to see whether the Court will say that Congress 
was right in the action they took in this last session. 

Chairman McCartny. Thank you, Mr. Robertson. 

(The prepared statement of Mr. Robertson follows :) 


PREPARED STATEMENT OF JOSEPH M. RoBerTSON 


Full employment is essential for the maintenance of adequate public revenues. 
If the economy of the Nation, State, or region is operating at its full potential, 
the existing tax sources will be much more adequate than if business conditions 
are depressed. This phenomenon was pointed up very well in the June 1959 issue 
of Fortune in an article called “The Taxes Closest to Home.” 

The gist of this piece is State and local government revenues including Federal 
aid increased from $13.7 billion in 1946 to $41.3 billion in 1957, and Fortune 
estimated that if total production reached the projected level of $750 billion by 
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1970, the present State and local revenue system could produce $78 billion in 
receipts, an increase of $36.7 billion or a percentage jump of about 89 percent 
over 1957 without any changes in the present revenue structure. 

A growth of this magnitude indicates the urgent importance of a vigorous, 
booming economy to the State-local fiscal picture. The maintenance of high 
level State-local revenue receipts is increasingly necessary when one considers 
that the trend in recent years has been for the National Government to supply 
a smaller and smaller portion of resources needed for meeting domestie needs. 

Table I shows that in 1948 the proportionate share of the National Govern- 
ment’s contribution toward the support of all Government spending for domestic 
programs excluding national security was 47 percent but by 1957 the national 
share had dropped to 35 percent. In other words, the State-local contributions 
increased from 53 to 65 percent, a significant jump in any event but doubly so 
when so many essential domestic programs are crying for more adequate 
financing. 

If the national policy is to be a policy of contributing a smaller and smaller 
proportionate share to the support of nondefense domestic programs, and the 
data in table I would certainly tend to indicate such a policy, it would seem that 
the National Government has a paramount responsibility to take every step 
possible to insure the maintenance of high-level employment throughout all 
segments of the economy so that State-local revenue sources can produce at 
their maximum. If State-local revenues are permitted to suffer a cut with a 
two-edged sword—a reduced proportionate share of national financing plus 
regional soft spots in economy, the State-local fiscal picture is indeed a gloomy 
one. 

This brief review of employment and taxes will serve as a good background to 
point up the necessity for high-level employment throughout our own State. 
This is important not only for the 16 counties involved, but for the remainder of 
the State of Minnesota also. 


DEPRESSED BUSINESS FELT WIDELY 


Its significance for the rest of the State is highlighted when it is realized 
that our major source of State tax revenue in Minnesota is the personal and 
corporation income taxes, and that no other major State revenue sources fluctu- 
ate so directly with the ups and downs of business conditions. If certain seg- 
ments of our economy in these 16 reforested counties are not maintained at full 
capacity, receipts from our major State tax sources are certain to suffer. This 
fact is illustrated by the data in table II which show that for the 5-year period 
from fiscal year 1953 through fiscal year 1958 normal State individual income 
tax receipts for these 16 counties increased an estimated 71.7 percent compared 
with a statewide increase of 79.8 percent. To the extent that receipts from this 
important tax source failed to keep pace with the increases in the remainder of 
the State, to that extent our State revenues suffer. 

Depressed business conditions in this region of our State also have wide- 
ranging implications for other parts of our fiscal picture. For example, table 
III shows that the property tax base in this region lagged significantly behind 
the increases for the remainder of the State during the period from 1952 through 
1958. While the property tax base in the entire State increased 17.5 percent, 
taxable values in this region increased only 1.7 percent. 

Since the property tax is the main revenue source for Minnesota local govern- 
ments, it is rather startling to note that for 1957 the latest year that relatively 
accurate figures are available, nearly 50 percent of the State’s tax delinquent 
rural land was in this 16-county region. Data in table IV show that during 
1957, a total of 789,070 acres, out of a total of 1,613,716 acres of rural tax delin- 
quent land in the State, was located in this region . 

To the extent that our Minnesota economy is not hitting on all cylinders, 
State revenues suffer both directly and indirectly—directly through reduced 
State tax receipts and indirectly through increased State support for local pro- 
grams hit by skidding property tax values with all their attendaut implications. 

hese ramifications also spread to other parts of the economy and in other regions 
of the State. 

I realize that the operation of our total economy at full production levels has 
many facets not directly related to our Minnesota State-local fiscal problems. 
I do feel very strongly, however, that its importance as a major contributing 
factor toward sound State-local finance in Minnesota and in other States with 
economic soft spots is so crucial that it warrants your most serious study and 
comprehensive action. 
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TABLE I.—Federal domestic expenditures and State and local expenditures, 
selected years 


{Dollars in millions] 


Total State | Direct Fed- | Federal aid Total ex- 
and local ex- | eral expend- to State penditures 
penditures ! itures and local 


$15, 462 $1, 657 
42.1 4.5 


$25, 636 $19, 323 $2, 269 
54.3 40.9 4.8 


$33, 950 $16, 479 $2, 657 
64.0 31.0 5.0 


$37, 251 $18, 639 $3, 124 
63. 1 31.6 5.3 
$39, 399 $20, 299 $3, 753 
62.1 32.0 5.9 


$44, 475 $21, 028 $3, 159 
64.8 30. 6 4.6 


1 Excludes amounts received by States from Federal Government. 
Source: ‘Facts and Figures on Government Finance,” 10th edition, 1958-59. Tax Foundation, Inc. 


TABLE II.—Hstimated Minnesota normal individual income taw receipts (fiscal 
years, 1958-58), selected counties 





1958 Percent 
increase 


Carlton__- 
Cass_- 
Clearwater. 
Cook 
Crow Wing.-_-_- 
Hubbard eR abcde eeanocheaseeneadncd 
EOOOR. <i. 5... 2>. ea 330, 470 
Koochiching. ad 159, 681 
Lake. au 101, 249 
ae a 14, 841 
50, 155 
3, 059, 013 \ > 
65, 532 92, 275 
T otal for 16 counties 4, 566, 399 7, 841, 325 
Total for State 37, 929, 454 68, 009, 277 


TABLE III.—Tazable values in 16 northeastern Minnesota counties (1952-58) 





1952 1958 


Aitkin $2 227,840 $2, 242, 137 
Becker _- < ; insirh de 10, 052, 008 10, 752, 971 
| Tea ay a a 5 zs 5, 531, 044 6, 433, 993 
Carlton_- dead iri cdetericickotvicsgia hie 10, 140, 614 12, 946, 992 
Cc 3, 508, 071 4, 063, 584 
Clearwater _- acs ‘ethieied 2, 154, 892 2, 953, 150 
ao. =-- Deen ented 1, 325, 527 1, 770, 005 
Crow Wing.------ ise 1, 375, 826 12, 529, 584 
Hubbard ‘i ‘ Spikehiet indie ha vhetak pierce lireceiok 3, 371, 086 4, 148, 374 
Itasca_- a 25, 302, 138 = 105, 437 
Koochiching Pena 4, 790, 808 6, 223, 224 
L 3, 324, 510 

1, 209, 384 


ake 
sane of the Woods. 


Bt Louis RPGR rieeate ee ee en 5, 36 211, 567, 618 
Wiking ka el se 3 ioe Se 3, 545, 223 4, 103, 082 


nc cambinn aula esa 311, 579, 818 316, 962, 311 
Total for State 1, 788, 475, 084 2, 101, 429, 281 
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TaBLE 1V.—Tawx delinquent rural land in selected Minnesota counties for 1957 
Acres of taw 
County : delinquent land 


64, 987 
59, 350 
71, 167 
40, 551 
102, 019 
48, 910 
15, 378 
121, 000 
52, 485 
30, 000 
33, 920 
22, 891 


Total for 16 counties 789, 070 
Total for State 1, 613, 716 


Senator McCarruy. The next witness is Mr. Darrell F. Fienup, 
University of Minnesota. 


STATEMENT OF D. F. FIENUP, DEPARTMENT OF AGRICULTURAL 
ECONOMICS, UNIVERSITY OF MINNESOTA 


Mr. Frenup. Senator McCarthy, ladies, and gentlemen, it is a pleas- 
ure for me to be here today. I would like to emphasize some problems 
that agriculture has in this total unemployment problem and the part 
that agriculture contributes to total unemployment. What I say is 
said mostly with reference to the State of Minnesota, and with some 
concentration on this as a particularly critical area of farm under- 
employment, but it has applicability, I think, to other low-farm-income 
areas as well as for the total agricultural economy. 


TRENDS IN MINNESOTA FARM EMPLOYMENT INTRODUCTION 


The shift of employment from farm to nonfarm jobs has gone on 
for many years. It has resulted from the forces that have caused 
economic growth in our economy. These forces of change have met 
with resistance from both farmers and the communities they leave. 

Such resistance has created adjustment problems, one of which is 
the problem of our farm people in moving and adjusting to urban life 
and employment. 

At the present time in Minnesota various stages of adjustment are 
present. Some farmers, despite low incomes refuse to leave the farm. 
Others are engaged in part-time farming. Still more have made the 
shift to urban employment. Others have left the farm only to find 
themselves joining the unemployment ranks in the city. 


THE PAST DECADE 


A substantial decline of over 20 percent in Minnesota farm employ- 
ment has occurred over the past decade. The farm labor force was 
20 percent of the total labor force in the State in 1958, compared to 
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28 percent in 1948. Minnesota agriculture released over 70,000 workers 
from 1948 to 1958. 

Approximately 20,000 new jobs became available during this period 
in farm-related businesses in the State.1_ This means that about 50,000 
jobs are no longer available and employment had to be found outside 
of the total “agribusiness” area. 

During this sharp decline in farm employment farm production for 
sale increased over 30 percent. But farmers did not benefit greatly 
from this increased productivity as total net farm income declined over 
5 percent and net income per farm increased only 6 percent. While 
farmers in Minnesota have tried to maintain their incomes through 
expanded output, adverse farm price-cost relationships have largely 
offset any increase in income from increased production. The dispar- 
ity between farm and nonfarm income has continued to widen. This 
has been an important force causing farm people to seek other em- 
ployment. 

A further indication of decreasing employment opportunities in 
farming was found in a recent study of the North Central States, of 
which Minnesota is a part. For every 1,000 farms in the area in 1945, 
312 older established farmers had left the farm through death, re- 
tirement, or change of occupation by 1954; 530 farm boys would have 
been old enough to have become farm operators; 165 were able to en- 
ter; 40 to 60 farm boys tried to get established but quit; and 325 farm 
boys found no opportunity to get established in farming, and migrated 
to nonfarm jobs. This means that between 1945 and 1954 31.2 percent 
of the farmers left farming, 16.5 percent of the vacancies were filled 
by young people entering farming, and 14.7 percent of the vacancies 
were not filled, which represents the net decrease in the number of 


farmers between 1945 and 1954. This has important implications for 
farm youth in their choice of occupation. Most will be unable to farm 
because there is no opportunity. Are they being adequately trained 
for the nonfarm jobs they must find ? 


THE FORCES AT WORK DEMAND FOR FARM LABOR 


Mechanization has reduced the farm labor required in Minnesota 
agriculture. For instance, from 1944 to 1954 the labor required to 
produce an acre of corn decreased from 20 to 8 man-hours, while for 
wheat the change was from 10 to 6.2. Labor required for dairy cows 
and for hogs decreased 20 to 30 percent, with practically no change 
for beef. 

Capital has been substituted for labor on Minnesota farms. From 
1947-49 to 1957 total acres of land in farms remained constant while 
the number of workers employed declined by 21 percent.* Increased 
investment in machinery and equipment roughly offset the decreased 
farm labor force. This trend will undoubtedly continue, thereby 
continuing to reduce the labor required in Minnesota agriculture. 


1These jobs were those that were once performed by farming but due to increased 
specialization on the farm they have been assumed by such businesses as farm machinery, 
feed, seed, and fertilizer manufacturers, and various farm product processors and distribu- 
tors. This group of related farm businesses, plus farming, is often called the “agribusiness” 
sector of our economy. 

2 Computed from data published by Reuben W. Hecht: “Farm Labor Requirements in 
the United States,” USDA-BAE, F.M. 59, April 1947, p. 32; and “Report of the Governor's 
Study Commission on Agriculture,” Minnesota, 1958, p. 190, 

3 Governor’s study, op. cit., appendix, table 50. 
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Minnesota 
- State Economic Areas 
‘ % Includes uvbon divisions 


Source: Census of Agricultare , Bureow F the Census 
4S. Dept of Commerce . ; 


Large seasonal variability is another important aspect of the de- 
mand for labor on Minnesota farms. The number of family workers 
increases about 30 percent during the spring season. In addition, the 
number of hired workers is four times greater in July than in March. 
This seasonal variability has been typical for at least the past 15 years, 
even though total labor requirements on Minnesota farms declined 
drastically. Therefore, mechanization of farms had little influence on 
the seasonal variability in demand for farm labor, 

Some tasks formerly performed by farm families have been trans- 
ferred to related agricultural businesses. One example was the shift 
from farm-produced power (horses and feed) to tractors and pur- 
chased fuel. Ready-mixed feeds and concentrates are now pur- 
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chased extensively from feed companies. Marketing agencies and 
processors have assumed some of the marketing and production func- 
tions previously handled by farm families in some enterprises. These 
examples illustrate the various ways farm families have given up cer- 
tain tasks and become more specialized. 


FARM LABOR SUPPLY 


Not only do families manage and control their farm businesses, but 
they also contribute most of the labor. Families supply about 85 per- 
cent of the total farm labor force. The other 15 percent is hired. 
These proportions remained about the same despite a 20 percent de- 
cline in total farm employment over the decade. 

Family-operated farms meet the variable seasonal labor needs dur- 
ing the Leas summer months fairly well. For instance, school chil- 
dren on summer vacations and farm women with modern home facili- 
ties assist in the farming activities, evidenced by the increased number 
of family workers reported during June and July. Nearly 300,000 
family workers were reported in these months compared to 200,000 
reported in November and December of 1958. 

Tn the absence of family-operated farms, it would be difficult for 
operators to hire sufficient workers to meet the peak summer labor 
needs. Most hired workers seeking employment prefer and need year- 
round jobs. 

MIGRATION FROM AGRICULTURE 


Migration is sometimes described as the result of forces that push 
and others that pull families from agriculture. On the push side, 


mechanization has generated a persistent pressure for some families to 
expand farm size by operating additional acres. This pressure has 
been reflected, in part, in the steady rise of land values during a period 
of declining farm incomes. The lack of opportunities for most young 
farm people to start farming and the rising incidence of family assist- 
ance for beginning operators also are indications of this pressure. 
However, in Minnesota the larger farms generally continue to be oper- 
ated by families. 

The pull effects, on the other hand, are generated by the relative 
social and economic conditions on farms and in cities. The prosper- 
ity and generally higher incomes in nonfarm occupations are at- 
tractive to many farm families. Often lighter work and shorter 
hours provide strong incentives to leave farming. Better schools, 
hospitals, and recreational facilities may attract farm families to 
urban areas. 

The movement away from farming will continue if nonfarm em- 
ployment opportunities are available. Agriculture can be expected 
to furnish its present rate of supply of labor to the nonfarm labor 
force as long as general prosperity exists and job opportunities are 
available off the farm. In the event of a recession, however, the rate 
of migration from agriculture would decline. But it is doubtful 
that even a severe depression would cause any major movement of 
urban population back to the farm such as occurred back in the 1930's. 
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CONCENTRATION OF THE PROBLEM 


The number of farms in Minnesota decreased about 12 percent 
between 1947 and 1957. This decrease in farm numbers, however, was 
not equally distributed over the State. The northeastern economic 
area (SEA 2, see map of economic areas) showed the greater change 
in farm numbers, a decrease of 30 percent since 1947. The other three 
northern areas (SEA 1, 3, 4) of the State showed decreases of from 
10 to 13 percent, while the southern areas (SEA 5, 6, 7, 8) recorded 
decreases in numbers of farms less than 10 percent. 

Farm population changes in the State followed the same trend 
as farm numbers during 1947-57, with the greatest declines in popula- 
tion in the northern areas. 

Net cash farm income also varies between southern and northern 
economic areas, with incomes as low as $1,080 per farm in the north 
(SEA 4) in 1955 and as high as $2,070 in the south (SEA 8). 

Part-time farming statistics also separate the State into north and 
south areas, with extensive part-time farming in the northern half of 
the State and around the Twin Cities. It is the northern half of the 
State where the need to supplement farm income is the greatest. 

This decided difference in the northern and southern agricultural 
areas of our State in terms of lower incomes, more part-time farming 
and greater decreases in farm numbers and population creates major 
adjustment problems in the northern areas. 


TOWARD A SOLUTION, PROBLEMS AND POTENTIAL 


For the purposes of analysis, agriculture must. be divided into com- 
mercial farm and low-income farms. Most of the agriculture in 
northeastern and much of north central Minnesota (SEA 2, 3,4) must 
be classified as low-income farm area, where in most instances farmers 
do not. have sufficient resources to provide them adequate incomes even 
with high farm prices. They produce too little per farm. It is 
here that adjustment problems have been most drastic in terms of the 
decline in farm population and need for off-farm jobs. This area 
may be viewed as an area of chronic underdevelopment of farm 
people. The adjustment problem is also pressing in the rest of the 
State but to a lesser degree. 


DECLINING FARM POPULATION 


Rapidly declining farm population in an area has important im- 
plications for the towns serving that area. The small town’s prosperity 
ina predominantly agricultural area depends on the prosperity of the 
farmers they serve. Therefore, low farm income and less farm people 
are also the small town’s concern. But this is not all. The increased 
mobility of people and their desire for more complete and often more 
specialized services means the small town may be passed up as a trade 
center. Loss of business, limited job opportunities and often low 
wages, together with a shrinking tax base to provide the public serv- 
ices needed to attract people all compound the difficulties of the smaller 
communities. Most towns would like to attract industry to provide 
new jobs and bolster the economy of their communities, but often the 
conditions and facilities in many towns are not attractive to industry. 
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SMALL INCREASE IN MANUFACTURING 


Minnesota as a whole has not increased its manufacturing employ- 
ment as rapidly as the Nation over the past decade. Also, most of the 
oo in manufacturing in Minnesota has been in the large cities. 

his is not to say that manufacturing is not a possibility for the 
smaller communities, but the opportunities are limited. Much of what 
happens to a town is up to the people themselves. Often there are 
too many units of local government and some consolidation is neces- 
sary. Public services must be developed and supported. Many towns 
have formed business development corporations to attract industry, 
but the town itself must be attractive to the industry. Also, a town 
must be careful not to attract a marginal industry which may not be 
in operation within 5 years. 


REA APPROACH 


The rural development program has been an attempt to meet the 
adjustment problem. It has been a county or community program to 
help farm and urban people adjust by bringing new employment 
opportunities to the area. Often this means trying to attract some 
form of industry. The other approach is to expand the size and effi- 
ciency of the existing farm units. However, this approach is not 
always feasible as capital restrictions may be insurmountable for many 
and the farm unit must be developed on land which is often marginal 
when compared to the more productive soils in the southern part of 
the State. The rural development program and the scope of its ob- 
jectives need to be expanded. Employment must sometimes be found 
outside the immediate area. 


PART-TIME FARMING 


Part-time farming also offers a partial solution to the problem of 
underemployment in agriculture. However, this opportunity depends 
on the proximity of the farm to an industrial area or the presence of 
industry in the local community. Most part-time farming exists 
around the Twin Cities and in the northeast part of the State. This 
means of supplementing farm income has grown at an increasing rate 
since 1940, and will undoubtedly continue to grow in the future. 

There are problems associated with part-time farming, however. 
It means that a man may not do well in either job when his time and 
energies are divided. Advantages realized from specialization are not 
possible. Also, in times of general recession the part-time farmer 
without seniority and well-established skills in his nonfarm trade will 
be among the first to become unemployed. Then his farm output will 
likely expand and contirbute to further depression in farm prices. 

To some extent part-time farming may be viewed as a transitional 
stage from farm to nonfarm employment. With part-time farming 
expected to increase in future years this will mean an even greater 
need for employment opportunities outside of agriculture. 

Some of the biggest problems created by the rapid migration of peo- 

le from agriculture are those of meeting the adjustments required 
in choice or change of occupation and residence. We must be con- 
cerned with providing farm youth adequate preparation for the non- 
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farm jobs most must find. For the entire north central area two- 
thirds of the farm boys had to find jobs outside farming between 1945 
and 1954. A study of occupation goals of northeastern and south- 
western Minnesota farm boys was conducted in 1956 by the Rural So- 
ciology Department of the University of Minnesota. It was found 
that 66 percent of the northern farm youths planned to enter non- 
farm occupations, while only 46 percent of those in the southwestern 
countries were planning for nonfarm jobs. The most prominent 
factors influencing the choice of these youth in both areas were counsel- 
ing (knowledge of job opportunities) and the availability of capital 
tostart farming. 


LACK OF KNOWLEDGE ON NONFARM JOB OPPORTUNITIES 


The lack of adequate knowledge of nonfarm job opportunities was 
made apparent in a study conducted in Indianapolis concerning the 
migration problem. About 55 percent of those laborers migrating 
from farms to this urban area either had no previous information 
concerning employment opportunities there or only general informa- 
tion that unspecified jobs were available. Nearly one-half (44 per- 
cent) of those laborers were dissatisfied with their new occupation and 
hoped or planned to return to farming. 

Aside from the Indianapolis study, little information has been 
gathered concerning the migrating farmworker after he has left the 
farm. What is his new income level? What kind of job does he 
hold? How well does he make the adjustment? There is an impor- 
tant need for information concerning his problems, both social and 


economic, so that definitive policy programs can be initiated in aiding 
the farmworker as he considers leaving farming. 


ADDITIONAL INFORMATION IS NEEDED 


Further information is needed on the background and composition 
of the unemployed. Are disproportionately large numbers of the un- 
employed from the rural and small-town areas? Are they generally 
the first to become unemployed? Perhaps we need to revise our ideas 
about how fast people should be leaving agriculture. There are many 
costs of migration of which we know little. 


WHAT HAS TO BE DONE 


Much needs to be done to facilitate a better functioning of the labor 
market. Farm families and farm youth need much more knowledge 
of the availability or lack of what job opportunities exist and where. 
Many farm wouth are not being properly trained in our high schools 
for the off-farm employment most must find. The labor market: is 
highly imperfect, and a great lack of knowledge exists about both 
long- and short-run employment possibilities. 

A greatly expanded employment and counseling service needs to 
be developed. More research is needed on the social and economic 
problems of migration. The social costs and benefits of farm migra- 
tion must be determined if we are to intelligently appraise the desir- 
ability of continued migration from agriculture and the rate at which 
it should oceur. 
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Chairman McCarruy. Thank you very much, Professor, for this 
testimony, especially on the relationship between unemployment and 
general economic conditions, as well as to agriculture. 

The next witness is Mr. George A. Selke, commissioner, Minnesota 
Department of Conservation. 


STATEMENT OF GEORGE SELKE, COMMISSIONER, DEPARTMENT OF 
CONSERVATION 


Mr. Sevxe. Senator McCarthy and ladies and gentlemen, today I 
am exercising my prerogative as the oldest man in the room to do a 
little reminiscing. My first general contact with northeastern Minne- 
sota and particularly with the iron range country began in the spring 
of 1912. That is now nearly 50 years ago. Since that time I have 
visited practically every community in the region that comprises the 
so-called arrowhead country, which includes the Eighth Congressional 
District, the Vermilion, Mesabi, and Cuyuna iron ranges, and the 
forested counties of northern Minnesota. 

In 1912 the timber industry was just over its peak but still flourish- 
ing; new iron mines were being put into operation, and new villages 
and cities were springing into existence. Many also were lured to 
the land, having been led to believe that only the clearing of the 
forest would be necessary to make the area an agricultural paradise. 
Northeastern Minnesota was a flourishing place with abundant op- 
portunities for employment. In the summers there were the mines 
and the sawmills, and for those who wished to work for themselves, 
the development of tillable fields or forage producing meadows, 
through the clearing of brush, trees, and, in too many cases, the in- 
exhaustible rocks. In the winters there were always jobs available 
in the lumber camps. So great was the demand for labor that people 
across the seas were encouraged to come to this wonderful land that 
they believed promised hope for them and their children. These 
folks represented the finest that their respective countries had to give. 
They were men and women who were eager to work and anxious to 
become citizens of this great democracy. Their children went to 
schools because the parents wanted their sons and daughters to learn 
the American way of life. It is worth noting that for decades the 
highest rate of literacy has always been found among the children 
of the American immigrants. The situation on the range was one of 
optimism for the future. 

A decade or two later the picture was less appealing. First, the 
lumber of the extensive forests was gone. Ruthless unscientific 
cutting and the even more destructive fires had closed that chapter 
of lumber production, and charred stumps and cutover lands remained. 

In another decade people began to realize that. there was no speedy 
transition from lumbering to agriculture, and that farming in north- 
eastern Minnesota, in the main, would have to be different from that 
in southern Minnesota, Iowa, and Illinois. Another decade or so and 
the demand of two World Wars for material reduced the available 
rich shipping ore. Exhausted mines meant population displacements. 
Mechanization meant fewer jobs. Population growth increased the 
demand for jobs. The iron range had become a single-indus‘ry area 
with but seasonal employment. This condition, coupled with the fact 
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that the iron ranges and the surrounding and intervening region had 
never recovered from the depression and the droughts of the thirties, 
created chronic unemployment problems. This condition undoubt- 
edly will continue for some years unless special plans for alleviation 
and improvement are made. 


LIMITED OPPORTUNITIES FOR YOUTH 


The evidence of the continuation of the region as a depressed area 
can best be understood by the limited opportunities available for 
youth. With unemployment high during the extended winters, the 
adults with dependents need whatever employment is available. There 
are relatively few chances for youth to earn while going to school, 
certainly not as there are in other districts. During the summer 
season youth does not have the opportunity to find seasonal farm or 
food processing employment, as is the case in most central and southern 
Minnesota communities. 

The summer travel industry in the areas immediately contiguous to 
the Mesabi and Cuyuna Ranges is presently not as developed as in 
some of the other lake regions of the State. One could expand the 
difficulties that youth on the ranges generally have to earn even a 
small part of their expenses. In addition, if they are to complete 
their education beyond junior college, or to attend professional schools, 
they must in all cases leave the range country. As State director of 
the Minnesota National Youth Administration program, while presi- 
dent of the St. Cloud State College, I learned full well how necessary 
it was for so many of the fine young men and women from the ranges 
to procure employment through that special program. Otherwise, 
they needed aid from the student loan funds, or scholarships, to con- 
tinue their college and university education. In this very room there 
are a number of these young folks who have become outstanding citi- 
zens because such opportunity was made possible, and who have mani- 
fested. a their own achievements the wisdom of providing 
means whereby youth can develop their capacities for economic and 
social service. I think I cannot stress too highly the importance of the 
proposed conservation youth program that is being sponsored by the 
senior Senator, supported ardently by you and also Representative 
Blatnik. 


It is indeed necessary to understand that unemployment of the 
parents denies their children the opportunities to which every Ameri- 
can child should be entitled. Truly, it is a tragic national oversight 
to fail to make available ees when there are people who wish 


to work, need to work, and know how to work. Lack of such oppor- 
tunity is not only a national economic loss, but also an individual and 
community calamity. 

I should indeed be derelict if I pointed out only the transition from 
the period of full employment to periods of unemployment and dis- 
tress, and failed to point out improvement possibilities for the future. 
The current depressed status that has existed for several decades will 
certainly continue unless new forces are brought into play that should 
again bring work opportunities to the people of this area under 
discussion, 
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First, however, we must understand that the depressed unemploy- 
ment conditions have existed for several decades. The iron mining 
depression of 1956 and the strike of 1959 have added to the continuing 
difficulties of the situation. Like the depression and drought of the 
thirties, the _ 2 years have made conditions more grievous, and 

by many years the correction and the ultimate improve- 


have deferre 
ment. 
AREA NEEDS HELP 


The point I am trying to make is that the iron range and much 
of the rather extended contiguous area needs help to take care of the 
patent opportunities, if the future is to be better. The people of this 
area need help of the kind that will enable them to help themselves, 
the kind of help that under the Marshall plan, enabled the people of 
Europe to reestablish themselves economically and, within a decade or 
so, bring about the prosperity that they now enjoy. 

This part of Minnesota needs help to bring back its forest resources, 
develop the travel industry, and exploit its mining possibilities, the 
taconite and the low-grade ore, in order to provide work and wealth 
for tomorrow. It needs the kind of help that will establish a variety 
of new industries to absorb the unemployed. It needs the aid in the 
establishment of modern roads and improved resorts that will provide 
recreation for the Nation’s increasing population. It needs the kind 
of help that America has appropriately and properly given to both 
allied and occupied nations. This is the only way whereby the natural 
resources can be developed so that the people of this depressed area 
can again establish an economy that provides an acceptable way of 
life with confidence in the future. 

Chairman McCarrny. Thank you very much, Commissioner Selke, 
for this contribution which places emphasis upon the effects of unem- 
ployment and economic depression not only on the current generation 
but in some cases on two or three generations. 

The next witness is James W. Clark, commissioner of the State 
department of business development. 


STATEMENT OF JAMES W. CLARK, COMMISSIONER, DEPARTMENT 
OF BUSINESS DEVELOPMENT 


Mr. Crark. I would like to be able to flatter myself in saying that 
this, again, is an evidence of the truth of the biblical statement that 
in the end the last shall be first and the first shall be last. 

Chairman McCarruy. I have announced several times at other 
hearings that I would like to be able to insist that everyone who 
testified must be present for the entire hearing. In that case, the first 
will be last as well as the last will be first and we will have equity. 

Mr. CrarK. I am going to momentarily take issue with the speaker 
next, before last in a statement that he made as to the development 
and expansion of industrial manufacturing in the State of Minnesota. 
IT read a few very brief sentences from a recent newsletter of our 
department which states that in the period 1947 to 1957 the national 
average increased in value 94.5 percent. Minnesota went up 101 
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percent, in contrast to the Nation’s 94.5. We not only exceeded the 
national average but also the neighboring States, such as Wisconsin, 
Illinois, the Dakotas, Indiana, Wyoming, and so on. It would be 
impossible for a man engaged as I am in the promotion of industry 
in the State of Minnesota to avoid an opportunity to speak like a 
booster. 

I am James W. Clark, commissioner of the department of business 
development, a position Ihaveheld for 12 years, 

This department of State government is primarily a promotional 
agency in the fields of industrial development, trade promotion and 
expansion of the vacation-travel trade. Other important functions 
cover community planning, advisory service, retail trade and dairy 
industry trade law enforcement. 

We are familiar with the many problems confronting the 16-county 
area of northeastern Minnesota resulting primarily from the seasonal- 
ity of mining, forestry and vacation travel operations. Our belief is 
that the long-term solution of these problems lies in the diversification 
of industry in this area and the provision of more year-round job 
opportunities in manufacturing trade and service. 


MAJOR OBJECTIVES LISTED 


Under the enthusiastic leadership of Governor Freeman in support- 
ing the modest but energetic program of the department, Minnesota 
is making progress toward this goal. Included in the program of the 
department as some of its major objectives are : 

1. Upgrading facilities of the vacation-travel trade and extension 
of the spring and summer season into fall and winter activities. 

2. An energetic vacation-travel advertising program to attract more 
out-of-State dollars. 

3. “Sell Minnesota” out-of-State trips, such as now scheduled for 
New Orleans the end of this month, sponsored by the department, led 
by Governor Freeman, and participated in by business leaders of 
Minnesota. ‘These trips advertise our advantages in the fields of 
industrial location, including labor supply and productivity, water 
resources, transportation and the like, and our outstanding attractions 
in the vacation-travel field emphasizing natural beauty and family 
vacation fun. 

4. Out-of-State sales trips by our industrial development specialist, 
during which he call on carefully selected prospects for primary or 
branch plant operations within our State. 

5. A vigorous program to encourage communities to survey their 
potentialities in the industrial, trade and vacation-travel fields and 
insofar as industrial development is concerned, guide and assist in the 
organization of industrial development corporations to provide 
through private capital sites and/or buildings on a lease or lease-pur- 
chase basis to new industry. This program has been highly successful 
with in excess of 150 Minnesota communities so organized. 

Communities in the 16-county area of northeastern Minnesota which 
have availed themselves of this type of organization include the 
following: 
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Aitkin County—McGregor and McGrath. 
Becker County—Detroit Lakes. 

Carlton County—Barnum. 

Cass County—Cass Lake, Walker, Remer. 
Clearwater County—Bagley. 

Crow Wing County—Brainerd. 

Hubbard County—Nevis, Park Rapids. 
Pine County—Pine City. 

St. Louis County—Virginia. 

Wadena County—Wadena. 

The following counties have areawide associations interested in in- 
= development—Beltrami, Hubbard, Itasca, Lake, and St. 

souis. 

Many chambers of commerce or similar civic organizations through- 
out the 16-county area have active industrial development committees 
in lieu of formal industrial development corporations. 

6. In 1957 the department secured appropriations for a limited 
community planning advisory service which directly aids communi- 
ties through guidance and advice, and in many instances matching 
Federal funds under chapter 701 of the Housing Act of 1954 as 
amended. Communities in the 16-county area so benefiting include 
Hibbing, Chisholm, and Grand Rapids. While success in these fields 
is notable, there remains much to be done to stabilize the economy of 
this area. The State legislature has supported our efforts in this 
field over the years, although it did not deem it feasible during the 
last session to grant the increases in funds and manpower requested 
to make a more substantial effort toward alleviating some of the prob- 
lems facing this area and the State as a whole. 


CONCLUSION 


In conclusion, the department of business development, working in 
association with other State agencies, has helped to provide some 
degree of encouragement and support to those others endeavoring to 
relieve the unemployment situation in this area. I have for the 
economy of your time avoided repeating statistical evidence as to 
what has been done and is being done by our own and other State 

encies aiming at the solution of that problem. It is our hope that 
what is here learned may inform this committee as to what. further 
steps should be taken by private industry, by civic groups, by local 
government, by the State government, and by the Federal Government 
to achieve such solutions. 

Chairman McCartruy. Thank you, Mr. Clark, and I am glad that 
we saved you for the last, because when the hearings are printed it 
will end with the statement showing how much you try here in Minne- 
sota to solve the problem of unemployment. And we hope to make 
some contribution from the Federal level. | 

(The following statement and resolutions were received and will be 
made a part of the record :) 
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Cuyun KING ASSOCIATED ENTERPRISES, INC., 
November 18, 1959. 
SPECIAL COMMITTEE ON UNEMPLOYMENT PROBLEMS, 
Hibbing, Minn, 

GENTLEMEN: The unemployment situation in northeastern Minnesota is one 
which will increase as time progresses rather than decrease if iron ore is to be 
the only industry in this area. 

Any Federal work projects or other form of patronization by the Federal Gov- 
ernment will only be a stopgap measure with more lasting harm than imme- 
diate good. 

What the people of northeastern Minnesota need is not further sapping of their 
energies, enthusiasm, and initiative by continual Federal aid, but rather a keen 
analysis of the economic problems facing this area and action in that connection. 

Specifically, the writer refers to the following: until such time as north- 
eastern Minnesota is made competitive freightwise with other cities more cen- 
trally located, such as Chicago, Milwaukee, etc. ,there will never be a solution to 
our problem. However, should the Federal Government take special note that 
here in northeastern Minnesota we have all the resources necessary for the 
interest and growth of diversified industry such as rich agricultural land, land 
for industrial expansion, a good low cost supply of water, natural gas, the 
seaway, package freight, and most of all, a source of the finest productive labor 
available in any part of the country, they will quickly determine that north- 
eastern Minnesota lacks nothing but it is shackled by too high freight rates. 

The rail, truck, and lake carriers of this area would be most amenable to an 
adjustment in freight tariffs with assurance of sufficient increased tonnage 
coming from diversified industry to enable this area to become competitive 
freightwise with other parts of the country. Once this area is put on a par 
so that it can bring in raw materials and ship its products to other areas on 
a competitive basis, industry will come and flourish here. 

This is the solution to the unemployment problem and for the growth and 
prosperity of northeastern Minnesota. There is absolutely no other long-lasting 
answer. 

The Federal Government is respectfully urged to make a study of freight rates 
in this area to the point of doing what’s necessary to enable northeastern Minne- 
sota to compete freightwise with other parts of the country. That is all that is 
needed, and it is the answer. 

Thank you. 

Yours very truly, 
JENO F. Pautucci, President. 


RESOLUTION BY THE TOWN OF BALKAN, BALKAN TOWNSHIP 


Whereas a serious unemployment and unstable economic situation exists in 
our immediate area and the Mesabi Iron Range, with hundreds of iron ore 
miners unemployed and many more to be laid off as time goes on; and 

Whereas this serious situation has created undue hardship and suffering upon 
these unemployed and their families: Now, therefore, be and it hereby is 

Resolved, That the town board of supervisors, town of Balkan, Chisholm, 
Minn., request the Congress of the United States of America to appropriate 
Federal funds and aid for a public works program in this area affected by this 
serious unemployment situation and thus help relieve the undue hardship of these 
unemployed and their families ; and to effectuate the securing of the same, copies 
of this resolution will be sent to Hon. Congressman John Blatnik, Hon. Senator 
Hubert Humphrey, and Hon. Senator Eugene McCarthy. 

Supervisor Clarence Dickson moved the adoption of the foregoing resolution 
and upon support thereo by Supervisor Eino Salonen the same was adopted and 
so declared at a duly called meeting, held November 5, 1959, by the following 
vote: Ayes, 3, nays, 0. 

Tony GrapiIsHeER, Jr. Township Chairman. 


Attest: Lupwie PocorELc, Clerk. 
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RESOLUTION By TOWN OF GREAT Scott, KINNEY, MINN. 


Whereas a serious unemployment and unstable economic situation exists in 
our immediate area and the Mesabi Iron Range, with hundreds of iron ore 
miners unemployed and many more to be laid off as time goes on; and 

Whereas this serious situation has created undue hardship and suffering upon 
these unemployed and their families: Now, therefore, be it and it hereby is 

Resolved, That the town board of supervisors, town of Great Scott, Kinney, 
Minn., request the Congress of the United States of America to appropriate Fed- 
eral funds and aid for a public works program in this area affected by this seri- 
ous unemployment situation and thus help relieve the undue hardship of these 
unemployed and their families ; and to effectuate the securing of the same, Copies 
of this resolution will be sent to Hon. Congressman John Blatnik, Hon. Senator 
Hubert Humphrey, and Hon. Senator Eugene McCarthy. 

Supervisor Aaby moved the adoption of the foregoing resolution and upon 
support thereof by Supervisor Stewart the same was adopted and so declared 
at a duly called meeting held on November 2, 1959, by the following vote: Ayes: 
3, noes: 0. 

Nick DEANovIc, Township Chairman. 


Attest : 
[SEAL] HERMAN MUILter, Clerk. 


RESOLUTION BY CITY OF CHISHOLM, MINN. 


Whereas, a serious unemployment and unstable economic situation exists in 
our immediate area and the Mesabi Iron Range, with hundreds of iron ore miners 
unemployed and many more to be paid off as time goes on, and 

Whereas this serious situation has created undue hardship and suffering upon 
these unemployed and their families: Now, therefore, be it 

Resolved, That the city council of the city of Chisholm, Minn., request the 
Congress of the United States of America to appropriate Federal funds and aid 
for a public works program in this area affected by this serious unemployment 
situation and thus help relieve the undue hardship of these unemployed and 
their families; and to effectuate the securing of the same and that copies of this 
resolution be sent to Hon. Congressman John Blatnik, Hon. Senator Hubert 
Humphrey, and Hon. Senator Eugene McCarthy. 

Moved by Alderman Julance and supported by Alderman Vukad that the 
foregoing resolution be adopted. 

Voting aye: Alderman Oman, Julance, Vukad, Yonkovich, and Mayor Jenko. 

Voting no: None. 

Absent: None. 

Resolution declared adopted. 

Dated November 17, 1959. 

FRANK JENKO, Mayor. 

Attest: 

Epwarp L. KocoHevar, City Clerk. 


RESOLUTION BY Town or StuntTz, MINN 


Whereas a serious unemployment and unstable economic situation exists in our 
immediate area and the Mesabi Range, with hundreds of iron ore miners 
unemployed and many more to be laid off as time goes on; and 

Whereas this serious situation has created undue hardship and suffering upon 
these unemployed and their families : Now, therefore, be it, and it hereby is 

Resolved, That the town board of supervisors, town of Great Seott, Kinney, 
Minn., request the Congress of the United States of America to appropriate 
Federal funds and aid for a public works program in this area affected by this 
serious unemployment situation and thus help relieve the undue hardship of 
these unemployed and their families; and to effectuate the securing of the same. 
Copies of this resolution will be sent to Hon. Congressman John Blatnik, Hon 
Senator Hubert Humphrey, and Hon. Senator Bugene McCarthy. 
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Supervisor Aaby moved the adoption of the foregoing resolution and upon 
support thereof by Supervisor Stewart the same was adopted and so declared at 
a duly called meeting, held on November 2, 1959, by the following votes: 

Ayes, 3; noes, 0. 

, Township Chair. 
, Clerk. 

I, Plizabeth Kennedy, being duly elected clerk of the town of Stuntz, do hereby 
say that the town board of the town of Stuntz, at their regular meeting held 
December 2, 1959, adopted the enclosed resolution. 

ELIzABETH KENNEDY, 
Clerk, Town of Stuntz. 


RESOLUTION OF VILLAGE OF MOUNTAIN IRON 


Whereas a serious unemployment and unstable economic situation exists in our 
immediate area and the Mesabi iron range, with hundreds of iron-ore miners un- 
employed and many more to be laid off as time goes on; and 

Whereas this serious situation has created undue hardship and suffering upon 
these unemployed and their families : Now, therefore, be it, and it hereby is 

Resolved, That the Village Council, Village of Mountain Iron, Mountain Iron, 
Minn., request the Congress of the United States of America to appropriate Fed- 
eral funds and aid for a public-works program io this area affected by this 
serious unemployment situation and thus help relieve the undue hardship of these 
unemployed and their families; and to effectuate the securing of the same, copies 
of this resolution will be sent to Hon. Congressman John Blatnik, Hon. Senator 
Hubert Humphrey, and Hon. Senator Eugene McCarthy. 

Trustee Dimberio moved the adoption of the foregoing resolution which was 
supported by Clerk Wainio and duly declared adopted by Mayor Venne on the 
following vote. Ayes: Trustees Dimberio, Sutich, Koivunen, Clerk Wainio, Mayor 
Venne. Noes:None. Absent: None. 

Adopted this 16th day of November 1959. 


CERTIFICATION 


I, Ero G. Wainio, clerk of the village of Mountain Iron, St. Louis County, Minn., 
do hereby certify that I have compared the foregoing resolution now on file and 
of record in my office, and the same is a true and correct copy and transcript of 
said original resolution. 

Dated at Mountain Iron, Minn., this 16th day of November 1959. 

Ero G. WAINIO. 
Village Clerk, Mountain Iron, Minn. 


Chairman McCartnuy. I would like to read into the record a tele- 
gram from Senator McNamara, in which he says: 

Sincerely regret that prior commitments prevent my being with you for the 
important unemployment hearings in Duluth. We have long recognized that the 
citizens of northern Michigan and northern Minnesota share similar economic 
problems. I am confident that the information that you obtain in Duluth and 
the iron range will be of great help to the committee in recommending action to 
the next session of Congress. 

Senator Pat MCNAMARA. 

I wish to thank all of the witnesses who are still here for your pa- 
tience in w aiting to testify this : afternoon, and to express my apprecia- 
tion to the staff and to the local authorities who have been so coopera- 
tive, and to all of you citizens who have shown such great concern in 
this problem. 

Hearing adjourned. 








UNEMPLOYMENT PROBLEMS 
(West Frankfort, Ill.) 


DECEMBER 17, 1959 
U.S. Senate, 


Srectat ComMITree ON UNEMPLOYMENT PROBLEMS, 
West Frankfort, il. 
The special committee met, pursuant to call, at 10 a.m., in the 
city hall, West Frankfort, Ill., Senator Vance EK. Hartke presiding. 
Present: Senator Hartke and Senator Paul H. Douglas. 
Also present : Harold D. Brown, assistant to administrative director. 


OPENING STATEMENT BY SENATOR HARTKE 


Senator Harrxe. Friends, ladies, and gentlemen, I am happy to 
have the opportunity to preside at this hearing of the Senate Special 
Committee on Unemployment Problems in West Frankfort, Ill. Iam 
your neighbor to the east from Evansville, Ind., and formerly served 
as mayor of that city. 

For the record, my name is Vance Hartke and I am the junior Sena- 
tor from the State of Indiana. 

All of us are particularly honored today by the fact that we are 
privileged to be in the State of Illinois, which is the home of your 
great U.S. Senator Paul H. Douglas. Serving with Senator Douglas 
in the U.S. Senate has been an inspiration tome. His services to the 
people of Illinois and to the Nation are of inestimable value. It is 
through his untiring work in Congress on legislation to establish a 
domestic point 4 program that we are here today. I will say that the 
reason I am here is that I was especially requested to come in here to 
try to get the story from the people in southern Illinois firsthand by 
Senator Douglas some months ago. 

It was Senator Douglas’ work in drafting and presenting to the 
Congress an area redevelopment bill (S. 722) which has brought the 
attention of the entire Nation to the serious waste of our most valuable 
national resources; that’s our human resource, our people. This is 
occurring in many areas throughout the United States which are now 
suffering from long-term high unemployment. Al of us owe a great 
debt for this productive and untiring work of Senator Douglas. 

I have been privileged to support the Douglas area redevelopment 
bill and I shall continue to support this needed legislation. This bill 
(S. 722) brings to many of our people a new day of hope for full 
employment and the stabilization of the economy of many of our 
communities, and to their citizens, who ask only that they be given 
an opportunity to work, just a chance to make a living. 

While I was mayor of Evansville, Ind., I was privileged to work 
with many of the communities through here in trying to figure out 
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some of the methods for redevelopment, including the bootstrap oper- 
ations which were carried on by the city of Eldorado, Il. 

I am happy to say that there is present today a longtime friend 
of mine, an able Congressman and an energetic man, and one I will 
predict who has just begun his success in life, Congressman Kenneth 
Gray. He is now in Congress and his fine work is evident throughout 
the 25th District of Illinois. 

I am also happy to welcome each of the witnesses who shall appear 
here today, and I know they will help this committee in carrying out 
the responsibility placed upon it by Senate Resolution 196. Senate 
Resolution 196 requires that this Senate committee make a full and 
complete investigation and study of unemployment conditions in the 
United States, giving particular attention to the areas of critical 
unemployment, for the purpose of determining what can be done to 
alleviate such conditions and to report its findings and recommenda- 
tions to the Senate no later than January 31, 1960. 

This particular bill was originally introduced by the majority leader 
of your U.S. Senate, my good friend Hon. Lyndon Johnson, and 
cosponsoring with him was the Senator from Illinois, Senator Everett 
Dirksen, minority leader of the U.S. Senate, also a very close friend 
of mine. I bring you greetings from both of them today. They 
sponsored this legislation; it was a bipartisan move and it was passed 
without a dissenting vote in the U.S. Senate. 

The committee has carried on its investigations not only in Wash- 
ington, D.C., but through many areas similar to this area here where 
they have coal mining as a background, particularly in Pennsylvania, 
Michigan, Indiana, West Virginia, Kentucky, Oregon, Louisiana, and 
Wyoming. It has been my pleasure to have attended many of these 
hearings. I probably have attended most of them in all these States. 

I notice the hearing schedule for today is quite full. We have a 
number of witnesses. We are going to try to hear them all. I wish 
the witnesses would bear in mind as they do present their testimony 
that if they take an undue amount of time for themselves they may 
prevent the committee from having the opportunity of hearing valu- 
able testimony from other witnesses who are following them. 

We are going to announce adjournment for lunch. I would antici- 
pate it would be in the neighborhood of around 12:30 or 1 o’clock, so 
if you have any arrangements with your wife to make for that please 
let me know. 

Also, I would like for you to know some of the people here. I 
know here is no stranger to you, Mr. Hal Brown, who has an out- 
standing record of working with Senator Douglas as a member of his 
staff, and is a very good friend, and he has worked closely in setting 
up these particular hearings. 

Mrs. Faye Hurst is our reporter. We have the people from the 
radio, television, and newspapers with us today and we are delighted 
to have them. 

Our purpose here primarily is to take information to the Senate. 
This is a national problem, and I might point out to you today that 
right now in Western Germany they are moving heaven and earth 
and moving fast up the ladder. They are asking people to please 
come into the labor market because they have too many jobs for the 
people. They are asking more women to come to work. Less than 
1 percent of the people in Western Germany are out of work today. 
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We here in the United States today have nationally 5.6 percent of 
our people, about 3,600,000 people, out of work. We are going to be 
in worse shape before we get better. It is anticipated that in January 
and February the figure will rise to 4 million, probably 4,250,000. We 
hope that then, at least, it will get better. 

I want you to know that I am not unacquainted with coal mining 
areas. I was born and raised in the small coal mining area of Pike 
County, Ind., which is the heart of the strip mines in southern 
Indiana. 

We call our first witness today, the Honorable Frank Russell. Wel- 
come to you, Mayor, and proceed as you may wish. 


STATEMENT OF FRANK RUSSELL, MAYOR OF THE CITY OF WEST 
FRANKFORT, ILL. 


Mr. Russety. Ladies and gentlemen, we want to welcome you to 
West Frankfort, and we are very glad the committee decided to 
select our town as a place for their hearing. 

Senator Harrke. Thank you, Mayor. 

I would like to call your attention to the fact that Senator Douglas 
is coming. Due to weather conditions, the plane on which he was 
scheduled to arrive has been delayed, so he is coming down by train. 
We expect he will be here close to the noon hour. 

We will now proceed with the calling of the witnesses. The wit- 
nesses will proceed in this manner: Identify themselves, where they 
are from, and identify, if any, the organization that they are repre- 
senting. If they care to have anybody seated with them, they will 
identify them and their connection with them, for the purpose of 
the record. 

Also, that for the general overall program, because of the number 
of witnesses, I hope that if you have lengthy, detailed statements 
which are in written form that you will, as much as possible, incorpo- 
rate them into the record by requesting that it be done in that fashion 
and summarize the high points of your testimony. If you feel you 
cannot do that in that fashion, I want you to know that we are here 
to get the story and not to cut off anybody, and we want you to pre- 
sent your material in the way you think will be most helpful. 

The first witness we will hear will be Hon. Kenneth J. Gray, U-S. 
Representative, 25th District of Illinois. 


STATEMENT OF HON. KENNETH J. GRAY, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF ILLINOIS 


Congressman Gray. Mr. Chairman and Mayor Russell, the other 
distinguished mayors, and all others who are here to testify at this 
important hearing, those who are here representing the press, radio, 
and television media, to the ladies and gentlemen, let me say it is a 
pleasure to have you here this morning on this very bad day. 

Senator Hartke, on behalf of all the people of southern Illinois, I 
first would like to welcome you to West Frankfort and to southern 
Illinois. As a neighbor who has formerly served as mayor of Evans- 
ville, I am sure you are completely familiar and aware of our prob- 
lems. It is necessary for you to come here and conduct this hearing 
so we will be able to document certain facts and figures that I hope 
will be helpful to your committee. 
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It is also a pleasure to have in West Frankfort our own great 
Senator Paul Douglas and many other other important witnesses 
from throughout the area. To all of you we say, “Welcome,” and it 
is our pleasure again to welcome you here. 

Mr. Chairman, you and your committee are to be commended 
for your interest in conducting hearings on unemployment prob- 
lems. In many areas the hour is late and the need is great. There- 
fore, I am sure the information derived from this and other meet- 
ings will be very helpful in making recommendations to the Con- 
gress and the administration concerning the need for action to assist 
the spotty areas of unemployment. 


RESURGENCE IN OUR ECONOMY—A SLOW PROCESS 


Mr. Chairman, you may know this, but southern Illinois for years 
has been known as Little Egypt because when crops failed to the 
north of us and around the rest of the country, the farmers came 
to southern Illinois to get food for their livestock, as did Joseph 
go to Egypt to get food for livestock and humans during a 7-year 
drought, and for many years southern Illinois residents have been 
forced to follow Joseph by going elsewhere. The 15 counties I repre- 
sent have lost over 30,000 people in the past 15 years because of coal 
mine closure and other factors resulting in loss of jobs. Not until 
every available force was used, were we able to try to stem the tide 
of unemployment and begin to make a transition to other types of 
industry and bring about a resurgence in our economy. I am happy 
to tell this committee that we are making some progress but with the 
ae assistance from our State and Federal Governments, we would 

able to return to a healthy economy much sooner. Various repre- 
sentatives, Mr. Chairman, of municipalities, chambers of commerce, 
Southern Illinois Inc., Southern Illinois University, Rend Lake Con- 
servancy District, labor organizations, and others will speak in more 
detail concerning the need for assistance on a local level. Therefore, 
I will primarily confine my remarks to the general economy of the 
15-county district I have the honor of representing and why I be- 
lieve an area redevelopment bill is badly needed. 

In order to prove that the Federal Government can be of tremen- 
dous assistance in helping economically depressed areas, I would like 
to recite our own history here in southern Illinois. 


SINK OR SWIM 


Five years ago when I took office there were 30,000 able-bodied 
men and women unemployed in my 15-county district. Exactly 5 
years ago—to be exact, on the 31st day of December 5 years ago—l 
called a mass “sink or swim” rally in this city. I invited every Gov- 
ernment representative from the President on down. We had over 
5,000 persons in attendance, Mr Chairman, at this meeting. I gave 
the people an opportunity to testify both orally and to submit writ- 
ten statements as to their community needs. Now I am happy to re- 
port that although we still have approximately 20,000 persons in 
southern Illinois who are unemployed we are making progress but 
must do much more if we are to relieve hardship and give red-blooded 
citizens an opportunity to earn a livelihood instead of being forced 
upon the relief rolls which has been the case for far too long. 
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I have a map here—I am sorry the other folks here cannot see it, 
but, Mr. Chairman, I think you can see it from where you are sitting. 
This is a map of the 25th Congressional District, starting at East 
St. Louis and running across the State, your great State of Indiana, 
and of course encompasses the 15 southern counties of Illinois that 
I intend to talk about here in a very few moments. I point that out 
because you will be able to follow the lines and highways and rivers 
of that map in order to give you a better idea of what I am talking 
about. 

SLEEPING GIANT 


We have a district bounded on both sides by two of the greatest 
rivers in the world, the Ohio and Mississippi. We have an area of 
God-given natural resources. Yes, Mr. Chairman, in these 15 coun- 
ties we truly have a giant asleep. We have, as an example, an un- 
tapped 20-billion-ton coal deposit which will last another 2,000 years 
based upon the coal mining in the past hundred years. We have over 
50 percent of the domestic fluorspar production in southern Illinois. 
We are spending approximately $39,000 yearly in building highways 
throughout the State of Illinois. You can see on the lines here, in- 
cluding an interstate expressway. We have a million-dollar Federal 
construction program underway or planned, including over 50 new 
post office buildings, 8 new public housing developments, airport mod- 
ernization programs, expanded recreational facilities, including the 
nearly completed Devils Kitchen Dam, which is the third in a series 
of 3 lakes in the Crab Orchard area. In addition we have a new 
million-dollar Federal building in Benton and a new $10 million 
Federal prison with construction to begin shortly. 

We are blessed by having the great Shawnee National Forest in 
southern Illinois with unlimited potentials for recreational use. We 
are proposing the canalization of Big Muddy River from the Missis- 
sippi River down on the blue line running north and east up to a 
point near Murphysboro to a line up above Benton near Rend Lake, 
und this project ng Mr. Chairman, will bring thousands of jobs 
into the area through new coal mine sinkings and related heavy 
industries. 

We have on our drawingboard a series of lakes in southern Illinois, 
the largest of which is Rend Lake. That’s the dark, shaded portion 
of the map. We have definite proof that many jobs have been lost 
because of inadequate water supply in southern Illinois. Rend Lake 
will cost approximately $26 million and is one project that will be 
tremendously benefited from an area redevelopment bill. In fact, 
Mr. Chairman, it now appears that our only chance of building Rend 
Lake is through this type of legislation. 


DETERIORATION OF ECONOMY 


After listening to what I outlined it may appear to you that we 
are making enough progress that we don’t need any assistance, but 
let me emphasize the fact that our economy has deteriorated over the 
past 15 years to the extent that we hit absolute bottom before coming 
up. Therefore, we must have additional assistance to help areas that 
cannot help themselves. In the 1940 census we had a population of 
15,000. In the 1950 census, 10 years later, we had a population of 
11,000, and the Southern Illinois University census taken here several 
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months ago estimated a population of around 9,000. So you can see 
we have lost approximately 40 percent of our prewar population. 
Almost every other community has grown by leaps and lana. I 
think that alone would point out that although we are on the upgrade, 
we did hit bottom and we have a long way to go to have full and 
complete economic recovery. 


NEEDED PROJECTS 


T am calling your attention to the Rend Lake proposed as one proj- 
ect that has much merit and will do a tremendous amount of good but 
must have outside help before it can become a reality. 

It is difficult for our people to see why the President saw fit to 
veto the redevelopment bill when Rend Lake and other projects are 
so dependent on this type of legislation. I might add as a Member 
of the House, that when we find a project that has a favorable cost- 
benefit ratio, it is always to the best interest of the Government to adopt 
and approve that project because it means our Government and Iceal 
community will get back $1 more for every dollar expended. That 
makes good sense businesswise and otherwise when you can invest a 
dollar and receive more than a dollar in return. This project, Rend 
Lake and others, have a favorable cost-benefit ratio. We feel the 
canalization project has a favorable cost-benefit ratio, but again, we 
must have some outside help. 

Mr. Chairman, you can see from this map the tremendous geologic 
location, the highway networks, these projects we are building to 
make our areas more attractive to industry; the great Shawnee Forest. 
great coal deposits, that we truly have a giant asleep in southern 
Illinois. We need to awaken him and need assistance to bring about 
his full recovery. 

FEDERAL AID NEEDED 


Tn addition to those who are still unemployed we have 30,000 people 
who have left the area over the years and would like to return to 
families and friends. Many own small homes. Many are forced to 
commute on weekends to their families whom they have left behind 
to find work elsewhere. This is a very sad situation, particularly in 
view of the fact that something could be done to help these people. 
It is growing increasingly difficult for me as a Congressman and our 
people to understand why our Government continues to give over $4 
billion away to foreign countries every year while neglecting the people 
at home. In this connection I recall to your attention the fact. that 
President Eisenhower is now undertaking a 20,000-mile good will tour 
in the Middle East, and in many of these countries the President is 
promising increased aid. I wholeheartedly endorse the President's 
trip in the interest of world peace. However, I strongly urge this 
committee to join me in asking the President. to visit some of the 
economically distressed areas in the United States. T think it whollv 
unfair to deny our own people assistance while offering assistance to 
strangers along the road. Tam going to communicate with the Presi- 
dent and respectfully invite him to visit southern Illinois and other 
areas of unemployment throughout the county in the hope, Mr. Chair- 
man, that he will have the same desire to help the American people 
as he has for other peoples throughout the world. In my opinion, a 
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personal inspection trip by the President is our only hope of having 
legislation such as the area redevelopment bill signed into law. I 
don’t say this facetiously; I believe it with all sincerity that without 
a better understanding of our problem by the President, we as legis- 
lators will be powerless because we will assuredly face another Presi- 
dential veto. 


ADEQUATE PROGRAM OF AREA REDEVELOPMENT 


So, in closing, I again urge this committee to join me in asking the 
President to personally visits these areas and join us in our efforts to 
adopt a sound, adequate program of area redevelopment. Our stag- 
gering defense costs of $41 Dillion a year demands that we have a 
healthy economy everywhere in America. Again, let me underline 
that word “everywhere.” We have a good economy generally but we 
have these spotty areas of unemployment. So I reiterate, this tremen- 
dous cost of defense and our ever increasing population demands that 
we have a healthy economy everywhere in America. 

I appreciate the opportunity of coming here and expressing these 
few words and I want to thank you, my good friend Senator Hartke, 
for giving me this opportunity to appear before your committee and 
I salute you for your interest in those who are less fortunate, the 
unemployed of America. 

Thank you very much for this opportunity. 

Senator Harrxe. The Honorable George H. Shipley, U.S. Repre- 
sentative of the 23d District of Tllinois, is submitting a statement. 
He could not be with usthis morning. 


(The prepared statement submitted by Mr. Shipley follows:) 


PREPARED STATEMENT OF Hon. GEorGE E. SHIPLEY, A REPRESENTATIVE IN CONGRESS 
FROM THE STATE OF ILLINOIS 


A NEED FOR A FEDERAL PROGRAM FOR ECONOMIC REDEVELOPMENT 


It is gratifying to know that the people of southern Illinois are taking an 
active part and interest in the problem of excessive unemployment in our area. 
Many communities have exhausted their resources in attempting a solution 
to the unemployment problems and will sustain tremendous losses without some 
stimulus which Federal assistance may provide in proposed legislation known as 
the area redevelopment bill. Rural counties would become eligible for benefits 
under the rural redevelopment provisions of the bill and could seek technical 
advice and assistance to work out a redevelopment plan which, if economically 
sound, would qualify them for loans on a long-term basis. We need industry 
and have the labor surplus which includes many people well qualified in various 
fields. Since coming to Congress the first of last year, I have watched every 
opportunity to work for communities and individuals in our plight to reduce 
unemployment to a minimum. We need Federal assistance as is generally pro- 
posed in the area redevelopment bill. Our unemployed people are not asking for 
doles or handouts. 

At my request, the Illinois State Employment Service supplied tables on 
unemployment in the 23d Congressional District which will follow. Table 1 
presents labor force data for the three defined labor market areas within my 
congressional district. These areas are on a list of areas of substantial labor 
surplus for which a comprehensive report (ES-219A) is compiled semiannually 
and submitted to the Bureau of Employment Security in Washington, D.C. for 
area classification purposes. The data in table 1 were taken from these compre- 
hensive reports. 

Table 2 presents unemployment insurance data for each of the above-mentioned 
labor market areas while table 3 shows unemployment insurance information 
for the six counties in my district which are not included in any labor market 
area. 
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TABLE 1.—Labor force data for current and past periods for 3 southern Illinois 
areas classified as labor surplus by Bureau of Employment Security, Decem- 
ber 1959 


mamas ae 


Area total 


Mount Mount Centralia 
Carmel- Vernon LMA}! 
Olney LMA! 

LMA! 


te ats 


ioe 


June 1958 April 1958 May 1958 


Civilian labor force 22, 000 26, 475 25, 175 


Unemployment 1, 875 3, 900 3, 900 
Employment, total 20, 125 22, 575 


Nonagricultural wage and salaried 12, 975 13, 275 


Manufacturing 2, 775 2, 725 
Nonmanufacturing 10, 200 10, 550 





All other. 7, 150 9, 300 


December | October 1958 | November 
1958 1958 





Civilian labor force 21, 725 25, 775 24, 125 


Unemployment 1, 875 3, 350 2, 750 
Employment, total 19, 850 22, 275 21, 375 





Nonagricultural wage and salaried 12, 800 12, 975 14, 075 


Manufacturing 2, 775 2, 325 2, 975 
Nonmanufacturing _ _.._.._. 10, 025 10, 650 








All other 7, 050 9, 300 
Persons involved in labor-management disputes 0 150 





June 1959 April 1959 May 1959 


Civilian labor force 21, 400 25, 475 23, 750 


Unemployment 1, 400 2, 700 1, 600 
Employment, total 20, 000 22, 725 22, 150 


Nonagricultural wage and salaried 12, 850 13, 425 14, 650 








Manufacturing 2, 825 2, 700 3, 350 
Nonmanufacturing 10, 025 10, 725 


All other....- 7, 150 9, 300 
Persons involved in labor-management disputes 0 50 





December | October 1959| November 
1959 1959 


Civilian labor force 24, 500 238, 675 


Unmployment 1, 800 1, 725 
Employment, total 22, 650 


Nonagricultural wage and salaried 13, 350 14, 575 


Manufacturing 2, 700 3, 475 
Nonmanufacturing 10, 650 11, 100 





All other 9, 300 7, 300 
Persons involved in labor-management disputes 0 50 75 


1 Mount Carmel-Olney labor market area includes Edwards, Lawrence, Richland, and Wabash Counties; 
Mount Vernon LMA includes Hamilton, Jefferson, and Wayne Counties; Centralia LMA includes Clin- 
ton and Marion Counties. 
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TABLE 3.—Unemployment insurance data for 6 unclassified counties in Illinois 
23d Congressional District 


| | 
Boud | Clay Fayette | Mont- | Washing-| White 
gomery ton 


| 
i | | 
| | 
I, Unemployment insurance-covered j 
employment: | 
March 1958__....... pen cenenasiniien | 
March 1959__......-.- | 
II, Unemployment insurance- insured | 
ae. 
March 1958_- 
March 1959___- 
December 1959 (W /E Dee. 5)-- 
III, Unemployment insurance ewes 
extended benefit: June 1959_- _ 


1 Information not available for December 1959 because itinerant point for processing Bond County claims 
was recently closed. 


It is interesting to have available figures as an example of 1 months’ public 
aid assistance in the 15 counties of the 23d Congressional District of Illinois. 
The following information pertains to August 1959: 


County Number of Amount of 7 
persons assistance _| 
| 
i 
| 
| 
| 
| 


persons assistance 


| 


$21, 459. 71 
37, 063. 47 | 
19, 100. 55 
10, 548. 94 


Montgomery 1, 083 $52, 616. 33 
Richland_. 558 28, 554. 42 
Wabash 398 18, 613. 85 
Washington. -_- 282 13, 791. 93 
Wayne 614 30, 076. 54 
White b 000 47, 496. 62 


tat | County Number of Amount of 
| 
it 


é 33, 948. 49 

Ha’ ilton j 30, 303. 39 

Jefferson , 963 79, 631. 35 

NI i icc epee nies ¢ 43, 944. 89 

Marion 5 78, 134. 41 
| 


Total (15).....- | 11, 880 | 535, 304. 89 


Senator Harrke. The next witness will be Mr. Joe Shannon, inler- 
national board member of the United Mine Workers of America, to- 
gether with Dave Williams, district board member, district 12, United 
Mine Workers of America. 

Mr. Smannon. My name is Joe Shannon. My associate is Dave 
Williams. We appear here today as officers of the United Mine 
Workers of America. We have a prepared statement which we wish 
to submit for the record which will substantiate what the Congress- 
man has very nobly and very ably said. I don’t feel that I can add 
anything to what we have prepared in this statement. I might say 
that we are both coal miners by trade and we are not very good public 
speakers, but we are here for the coal miners and our members of the 

organiz: tion. I am going to ask that my associate, Mr. Williams, 
read our statement into the record. 

Senator Harrke. It was called to my attention on the way over 
here that 8 years ago next Monday they had a rather unfortunate 
affair here in West Frankfort when you had the great mine disaster? 
And I want you to know that, of course, was a shocking thing to us 
people in related areas of coal mining, and at this time ‘T would like 
to extend on behalf of all the people of the committee and Members 
of Congress to the people who suffered in that disaster our extreme 
sy mpathy and our continued best wishes to them that things in the 
future will be not quite as sad and more helpful to them. 

Mr. Suannon. I am sure they will appreciate that expression. 
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(The prepared statement of Mr. Shannon and Mr. Williams, read 
by Mr. Williams, follows :) 


PREPARED STATEMENT OF DAVE WILLIAMS, BOARD MEMBER, DISTRICT 7 OF DISTRICT 
No. 12, UNITED MINE WORKERS OF AMERICA 


It is an honor to appear before this committee today and give testimony con- 
cerning the unemployment problem, and the particular effect on the coal miners 
and members of the United Mine Workers of America in this area, also to pre- 
sent on behalf of the United Mine Workers of America some suggestions that 
would relieve some of the unemployment locally. 

Listed ure some figures relating to the decline of working coal miners locally 
since 1949; 

Decline of employment in coal mining 


Shipping Local Employees} Tons pro- 
mines duced 


1949: 
Franklin County 12 6, 887 &, 211, 630 
Williamson County 40 2, 709 3, 562, 924 


955: 
Franklin County 2,177 4, 528, 018 
Williamson County 5 2, 096 6, 649, 312 


1958: 
NG 60 cn ducdennuleesaueencmnsemnaes ad meas ele 1,511 4, 651, 455 
Williamson County ; 1, 689 6, 013, 423 
1959—November: 
Franklin County wesddsdvessepesagsanaesewins pata ea 1, 483 432, 814 
WHRAMING COUNET...... 6.22 scons censuses 1, 425 581, 953 


These figures show in 1949 there were 71 working mines employing 9,596 men 
producing 12 million tons of coal each year. Today we have 27 mines employ- 
ing 2,908 working members producing about 11 million tons of coal each year. 

Due to mechanization that we have never opposed, the equal amount of coal 
is produced with 6,688 less men. 

The coal miner is a very versatile man and can adapt himself to almost any 
type of labor, and the Government should encourage the locating of industrial 
plants in this area. 


RECOMMENDATIONS FOR A FEDERAL PROGRAM 


The following are some of the suggestions that should be given consideration by 
this committee ; 

The establishment of a national fuels policy to properly utilize every avail- 
able fule to its maximum efficiency. 

The import restrictions on residual oil should be maintained and strengthened 
in order to protect our domestic economy 

The dumping of natural gas under utility boilers during summer months should 
be discouraged. 

Unemployment insurance should be extended to cover the entire period of unem- 
ployment and should be based on 75 percent of the average weekly wage. 

The minimum age for social security benefits should be lowered to encompass 
more men who are jobless in the upper age brackets. 

Coal research programs should be carried out on a broad scale, and in a me- 
thodical fashion to expand coal’s market base. 

A liberal and more elastic contract and purchasing program on the part of 
the Federal Government with due and proper consideration for going basic 
industries, such as the coal industry, should be established 

A thorough investigation of the harmful coal buying policies of the Tennessee 
Valley Authority. 

We are heartily in favor of the canalization of the Big Muddy Basin to give 
southern Illinois an inland waterway. 


47557—60—pt. 4-17 
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EFFECTS OF MINE CLOSINGS 


Senator Hartke. Thank you for a very fine statement. I under- 
stand there is a threat of closing of the No. 2 Orient Mine here; is that 
right? 

Mr. Suannon. That is expected. 

Senator Hartke. How many are working there? 

Mr. WirutaMs. 550 working members. 

Senator Hartke. What will happen to these people? 

Mr. SHannon. The same company is building a new mine but it 
will be ultramodern and they will produce a like amount of coal with 
several hundred less employees in my opinion. 

Senator Hartke. What about these people who are not picked up 
by the new mine? What about the families? What is going to hap- 
pen to the people who are thrown out of work as a result of this? 
Where are they going to go? 

Mr. SHannon. They become part of this problem here and we would 
like to see something happen down here so they can stay here. They 
are our people; we want them to stay here. The reason I am in 
southern Illinois is because I like it here. I don’t like the weather 
today but it will change tomorrow and we will appreciate the change. 
We are here because we like it. We have got our roots in the ground 
here and this is where we want to stay. 

Senator Hartke. What is the situation as far as the future? What 
is the contemplation or anticipation for future mine closing? Is it 
anticipated that it is going to be more? 

Mr. SHannon. We have a gentleman here who is going to testify, 
Mr. Howard Lewis, and if he disagrees with me I would be glad for 
him to interrupt, but we are aware of the fact, or so informed, that 
Buckner, one of our largest coal mines, is going to close down in the 
near future, and it has how many ? 

Mr. Witu1aMs. Between 300 and 400 employees. 

Mr. Suannon. Of course, the Old Ben Coal Corp. is building a 
new mine. It will also be new and modern, use less people. We are 
in favor of that 

Senator Hartksn. How many people are employed at this mine at 
Buckner ? 

Mr. Suannon. Old Ben 14 at Buckner, approximately 350 men. 

Senator Harrxe. How many job losses do you anticipate as a re- 
sult of that ? 

Mr. SuHannon. I wouldn’t qualify on that, but that’s the trend. 
There’s always fewer jobs. If there is as many jobs there will be 
much more coal, which we don’t object to. 

Senator Hartke. What is your best guess as to the job loss? 

Mr. SHannon. I would estimate 75 or 100 loss. 

Senator Harrxe. These people would be thrown out on the unem- 
ployment roll ? 

Mr. Suannon. That is right. 


i a ee ee me Oe anh ee Se et CO 
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STABLE PRICE OF COAL 


Senator Harrxe. Frequently we hear the statement that coal has 
priced itself out of a competitive market. Would you care to give 
us any information or your opinion on that ? } wtf 

Mr. Suannon. Well, I won’t agree with that in principle. I am 
informed, and I think I have the proper information, that the price 
of coal at the pit top, f.o.b. at the mine, has not increased in the last 
10 or 12 years. I know that in the city of Chicago and Common- 
wealth Edison up there, in the summer months they have dumped 
natural gas under the boilers up there to produce electricity. The 
United Mine Workers have two mines in the Springfield area that 
furnish power for electric industry in the Chicago area, and their 
slack period is in the summer months and electric industries output 
is higher in summer months than in the winter months due to air con- 
ditioning. So we feel that a mistake is being made to use one of 
our very valuable natural resources, natural gas, to produce electricity 
and throw the coal miners out of work in southern Illinois and other 
parts of the State while using that gas. Every man here familiar 
with our problem knows the same thing is true. We think that if the 
Government will furnish the money to bring about the employment 
here and the waterways Congressman Gray has discussed, it will 
bring about the establishment and sinking of four or five large mines 
in this general area. As an individual I could never see why it is 
economically better to move the people to these industrial areas than 
to move some industry to this area. I think that would be dollarwise 
and basically sound good business. I can’t understand why it is not 
done. We have some factories here which we are proud of. I won’t 
say that they are small factories but in my opinion we need a large 
basic industry down here that will employ more, such as we have 
unemployed in the coal industry. 


COAL MINER—A GOOD WORKER 


Senator Harrxe. Let me ask you in regard to these _— who are 


unemployed, what is your opinion as to whether or not they are capable 
of being retrained or reeducated for other types of occupation ? 

Mr. Suannon. Yes, sir, I certainly think so. And I think the 
industrialists down here will testify in the affirmative of that ques- 
tion. Our people are capable, are easily adaptable to other types of 
work and are good workers. A coal miner is a good worker. 

Mr. Wiu1ams. Mr. Chairman, I would like to elaborate on that 
statement just a minute. I know in 1955 I was working for Walton- 
ville Mine, Freeman Coal Co., and the mine caught on fire and we 
anticipated it was going to be down for a while and I went to Granite 
City, Ill, and got a jo first day I was there, and when I went to draw 
my pay—several of us went to work—this personnel manager said, 
“If you got any more people down there send them up here.” Same 
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thing at John Deere at Moline. A coal miner is a good worker. He 
can adapt himself to basic labor to be performed. He is not an 
aeronautical engineer or something like that, but any time there is 
manual labor to be performed, he can do it. 

Senator Hartke. Do the United Mine Workers have any program 
in their own organization for taking care of these people who are 
temporarily out of work due to mechanization and automation ? 


BENEFITS OF UMW WELFARE FUND 


Mr. Suannon. We have the welfare fund, of which I am very proud 
as are all the members of the United Mine Workers, but due to prob- 
lems involving money, all the welfare fund is able to do at the present 
time is to pay the pension to the people who are qualified under the 
rules, and Puen say that right now we have 65,000 bituminous min- 
ers on a pension receiving $100 a month. I wouldn’t have the exact 
figures for the number of people on pension in these two counties, 
but I would hazard a guess it would be somewhere near 2,000 people. 
I am not certain of that figure. The only other benefit that we have 
from the welfare fund is the death benefit. When a member dies, his 
widow receives $1,000 over a 12-months’ period, and we also have a 
hospital program to take care of a member when it is necessary that he 
be hospitalized. At the start of the program we had a rehabilitation 

rogram but we are not able to carry that on anymore due to the 
ack of funds. 

Senator Harrxe. Has anything been done by the United Mine 
Workers in regard to better utilization of coal or any program where- 
by there may be an increase in the consumption of coal ? 

Mr. Suannon. We have always participated in any programs. At 
one time I served on a State commission looking into the utilization 
of bituminous coal and we had a pilot plant in the city of Chicago 
and we tried to bring about attention to the use of coal and different 
diversified products. 

Senator Harrse. Isn’t there some type of market research program ? 

Mr. SuHannon. We have a market research director, Mr. Michael 
F. Widman, in the Washington office who is always active in that 
respect, and I think our national organization belongs to the newly 
formed National Coal Products Commission, or some such title as that. 
As an organization we are trying to serve our members and we have 
had excellent leadership in Mr. John L. Lewis. 

Senator Harrxr. Thank you both for your comments. 

Mr. SHannon. We consider it an honor to be here. 

Senator Harrxe. Mr. Ralph McCaslin, district 50, United Mine 
ay of America. Good morning, sir. Very happy to have you 
with us. 

Mr. Morris. My name is Vernon Morris. Mr. McCaslin could not 
be present. I will read into the record what we have. 
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(The prepared statement of Mr. McCaslin, read by Mr. Morris, 
follows :) 


PREPARED STATEMENT OF RALPH J. MCCASLIN, REGIONAL Director, Reeion No. 41, 
UMW, Herrin, ILL. 


District 50, United Mine Workers of America, is very interested in the re- 
development bill and the effectiveness this bill would have on the unemployment 
in southern Illinois. In the fluorspar area, consisting of Hardin, Pope, Salem, 
and Gallatin Counties, Ill., there are at the present time a great number of our 
members consisting of fluorspar miners out of work. Since January 1, 1959, when 
the Government stockpiling program was stopped, there was one fluorspar mine 
shut down completely which was the Southern Illinois Mining Co. in Hardin 
County, Ill. 

The Minerva Oil Co., since the first of the year, has laid off approximately 100 
men. The Aluminum Co. of America, since the first of the year, has laid off 
approximately 105 men. Part of this layoff was due to the stopping of the stock- 
piling program. 

The unemployment situation in these counties has lessened somewhat over the 
past few months because some of these fluorspar miners have gone North seeking 
work elsewhere. A great majority of the high-school graduates in these localities 
have to go North to seek work after graduating because of this unemployment 
situation in the area. 

Our union alone has lost 120 members in the Hardin and Pope County area 
which consists of only a small minority of the total number unemployed. The 
unemployment situation throughout southern Illinois is bad. We have approxi- 
mately 100 men per week through our office seeking employment. The situation 
seems to be a little better at the present time than it was 6 months ago. 

The construction work, consisting of a new penitentiary and highway projects, 
should ease the situation next summer, but I feel we need additional industry 
in order to ease the unemployment situation in southern Illinois. 

I hope this statement will be of some use to you and I hope your redevelop- 
ment program is successful. You can depend upon my support of such a 
program. 


Senator Hartke. Thank you for bringing this testimony to us, sir, 
and we appreciate it. 

Mr. George Moore, Progressive Miners of America. Good morning, 
Mr. Moore. Very happy to have you with us this morning. 


STATEMENT OF GEORGE MOORE, BOARD MEMBER, DISTRICT 
NO. 11, PROGRESSIVE MINERS OF AMERICA 


Mr. Moors. I am George Moore, board member, district No. 11, 
Progressive Mine Workers of America. 

Mr. Chairman, I am happy to be here but I was only notified yes- 
terday to come to this meeting and I have no prepared statement, but 
I can give a pretty good rundown on what we have in Saline County. 
In 1946 we had 9 shipping mines in the Progressive Mine Workers that 
employed approximately 1,700 men. ‘Today we have 4 shipping mines 
in the Progressive organization of Saline County with approximately 
540 jobs in Saline County. 
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NEED TO CREATE EMPLOYMENT 


In the State of Illinois the Progressive picture as a whole, we have 
lost a bigger percentage of jobs over the State than we have in Saline 
County. We have now about one-third of the jobs in Saline County 
that we had in 1946. The loss of these started in mostly 1952 and on 
down to the present time, and some of these men who have lost jobs 
at these mines are now too old to work but a big part of them are still 
unemployed, and there is no place to find work around at home. We 
have a great number of people who have been ~—— ed over in the 
Crab Orchard Lake area. Some of them drive to Saliantn Ky., and 
some over to Evansville, and anything that could be brought into Sa- 
line County that would bring employment would help in a great way. 

Senator Harrke. Just for the sake of the record, you are talking 
about Saline County miners and I know miners here have reference to 
one kind. What type of miners are you talking about ? 

Mr. Moore. Coal miners. 

Senator Hartke. I might point out something; that coal can be 
mined in the United States, shipped to Germany, and delivered on 
the banks of the Rhine cheaper than the Germans can mine their own 
coal and put it on the banks. That’s why a while ago I asked about 
coal pricing itself out of the market. That certainly couldn’t be true. 

I want to thank you for your testimony here today. This problem 
of the coal miners we are meeting all over, and particularly this ques- 
tion of the older coal miners. Thank you, sir. 

Mr. John McDermott, director, Labor Institute of Southern Illinois 
University, and AFL-CIO. 

Will the witnesses please give their home addresses when you iden- 
tify yourselves and where you are from? 

Mr. McDermott? 

(No response. ) 

Senator Harrxe. Proceed to Mr. John Morgando, International 
Association of Machinists. Is he here? 

(No response.) 

Senator Harrxe. Mr. Russell Kelley, State of Illinois Employment 
Service. Good morning, Mr. Kelley, very pleased to have you with us 
this morning. 


STATEMENT OF RUSSELL KELLEY, FIELD SUPERVISOR FOR THE 
ILLINOIS STATE EMPLOYMENT SERVICE 


Mr. Kritzrey. Thank you, sir. It is a pleasure to be here. I will 
identify myself as Russell Kelley, home address Mattoon, Ill. I am 
the field supervisor for the Illinois State Employment Service, repre- 
senting the offices in the southern third of Illinois, including all of this 
general area under discussion. 


PROBLEMS OF ILLINOIS LABOR FORCE 


Senator Hartke, I have a prepared statement here which, in the 
interest of time, I will only pick out a few things to point out, and then 
if I may, I would like to digress by pointing out some of the material 
— is attached to this prepared statement, some of the significant 

acts. 
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First, the one thing which I feel this committee is most interested 
in, at least from the standpoint of the information that I can give, is 
employment. This general area in which this meeting is being con- 
ducted has a ratio of unemployment of from two to four times that 
of the rest of the State of Illinois, and it has in certain areas as much 
as five and six times the State ratio. The ratio of unemployment in 
the Herrin-Murphysboro-West Frankfort area at our last count was 
11.9. That was taken in September. 

In the Centralia area the last figure was 7.3 percent; in the Harris- 
burg area 9.7 percent; in the Mount Vernon area, 7.3 percent; and in 
the Olney area 6.5 percent. These figures cover all of the counties in 
the southern third of the State practically except for Massac County 
and I believe Hamilton County. 

There is attached to this outline in the material which I present to 
you a series of tables showing the ratio of unemployment to labor 
force and that sort of thing. I would like to point out to the com- 
mittee 1 significant factor and I will limit it to the only one situation 
here, the ratio in the Herrin-West Frankfort-Murphysboro area. If 
you have the sheet there, Senator, it is on the last page, the “1959 
insured unemployment,” the last figure we have for West Frankfort. 


ONLY 20 PERCENT OF UNEMPLOYED ARE INSURED 


Senator Harrxe. This is table two, is that right ? 

Mr. Ketiry. Yes; table 2 on the last page, shows the insured un- 
employment as 510 workers. Those are the people in this area who 
eligible for and who are filing claims for unemployment compensa- 
tion. At the same time, our total unemployment figure for this area 
is 3,850, which would indicate that only roughly 20 percent of the 
unemployed workers in this area are eligible for unemployment insur- 
ance. 

You have another piece of material I passed to you there, Senator, 
which is a labor survey that was completed back in 1954, also on this 
general area. There are one or two significant facts contained in that 
that I would like to call attention to because I believe they have great 
significance here. I don’t have another one of those wtih me so I 
can’t refer to the direct figures, but you can see that it covers a very 
sizable number of unemployed workers. 

Senator Harrse. Yes. 

Mr. Ketiry. I do have one; here it is. 

—— Hartke. This is the latest survey done in May and July of 
1954 

Mr. Ketter. Yes. 


A DETAILED SURVEY OF SOUTHERN ILLINOIS LABOR FORCE 


Senator Hartke. This is an “p plicant and claimant survey of south- 
i 


ern Illinois area as done by the Illinois Department of Labor, Division 
of Unemployment Compensation, Illinois State Employment Service. 

Mr. Ketrry. That’s correct. That survey covered a total of 20,697 
workers who were unemployed in this area at that time. The thing 
I want to point out there—I believe it is contained on page 2 of this 
document—that one of every five of these workers—and all of these 
people were drawing unemployment compensation at the time. One 
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of every five of the workers had earned their benefits, their rights to 
draw unemployment compensation, in an area outside of this. In 
other words, they were the workers who had gone some place looking 
for employment. Further, there was another question asked on this 
survey, “Would you return to southern Illinois if jobs were available 
for you?” Not a single applicant answered that question in the 
negative. 

Rinsior Harrke. In other words, they want to work here? 

Mr. Ketter. They want to come back. They emphasize the state- 
ment I think that Mr. Shannon made. 

I think that is the extent of my testimony unless you have questions. 

Senator Harrxe. Let me ask you this, going back to your propered 
statement here. As you point out, the Herrin-West Frankfort-Mur- 
physboro area has been a depressed area for more than 10 years? 

Mr. Kewixy. That’s right. 

Senator Harrxe. Is there any indication this is going to change 
within the immediate future? 

Mr. Ketter. Not in my opinion. 

Senator Hartke. Is there any indication that it may even possibly 
get worse? 

JOB GAINS LOSE TO JOB LOSSES 


Mr. Ketury. It very well could. You see, what we have been faced 
with, and that has been brought up by other witnesses. We will 
secure another small, new industry in southern Illinois which may 

ut 300 or 400 people to work. Just about the time that announcement 

its the paper, another mine closes down and we have lost 500 or 600. 
Another factor, we have secured a number of new industries in 
southern Illinois that employ women rather than men, and our prob- 


lem isemployment for men. 

Senator Harrke. That is for the breadwinners? 

Mr. Ketter. That is true. 

Senator Harrxe. In regard to these people who are unemployed, 
do you have any difficulty in finding placement for people of skills 
which are not available in the area ? 

Mr. Ketizy. Through our system of clearance between offices with 
other areas we have placed thousands of workers in the past 10 years 
from this area in employment in major industrial centers throughout 
the country. Those workers will, in most cases, maintain their homes 
here and go away to their place of employment, and as soon as some- 
thing happens to that job up there der come right back home. I 
think that is brought out in some of that material. 

One question, or one point, that I might elaborate on, sir, that you 
asked another witness, “Were the workers in this area, particularly 
the coal miners, able to perform work and were they readily trainable 
in other occupations?” We have had a great deal of experience along 
that line and we have had many comments along the lines made by 
Mr. Shannon. These are good workers, they can adapt themselves 
to other type of employment. 
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I would also like to repeat Mr. Shannon’s statement that they like 
it in southern Illinois and they would prefer to have their employment 
here, and it is our desire to bring the industry here rather than the 
workers to where the industry is. 

Senator Harrxe. To what extent do you think these people could 
be helped by an intensified vocational rehabilitation program, if any? 

Mr. Ketiery. I think possibly some of them could be helped but by 
and large I don’t think that’s necessary. 

Senator Harrxe. In other words, you feel the problem is not so 
much a question of training as it is availability of jobs? 

Mr. Kerry. I think the availability of jobs is the principal factor. 

Senator Harrxe. To what extent do you have, in your contact with 
these people, the problem of people particularly over 40 or over 45? 
Is the placement problem any more acute for those people? 

Mr. Ketxey. It is more acute with those people here the same as it 
is any place else. In other words, you run into that problem even 
in large industrial centers. 

Senator Harrxe. What about the lack of educational qualifica- 
tions? In other words, people who have dropped out of school before 
finishing their high school education? Do you have any particular 
relationship between that situation ? 

Mr. Ketiry. Yes. Industry is becoming more and more insistent 
on higher levels of education. However, there are enough beginning 
jobs in industry I believe that could absorb the people. We have two 
or three firms I know that recruit regularly down here that insist on 
high school graduation. 

Senator Harrxe. They must have a high school education ? 

Mr. Ketiry. However, I have known of periods when they would 
relax that if the demand situation justified it. 

Senator Hartke. Now, in regard to the labor forces in these areas 
which your survey encompasses here, is the labor force increasing or 
decreasing or holding its own ? 

Mr. Ketiry. The labor force in this area I would say is increasing, 
as it is everywhere. However, there has been a great outmigration of 
workers from this area as some of the other witnesses have testified. 

Senator Hartke. And without this outmigration the unemploy- 
ment percentage would be materially worse ? 

Mr. Ketiry. It would be materially worse. 

Senator Harrxe. They are solving part of their problems by ship- 
ping people out ? 

Mr. Ketiny. Yes, sir. 

Senator Hartke. Do you find there is any tendency among younger 
people to migrate quicker than the older people? 

Mr. Ketry. Yes. 

Senator Harrxe. What is happening, you are leaving your com: 
munity with a higher percentage of elderlies? 

Mr. Kexiry. Yes, that is true. The elder people have established 
their roots here. It is a bigger move on their part. On the younger 
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ones we have over the years lost an awfully high percentage of high 
school graduates from this area. seypht 

Senator Harrxe. Do you feel from the coal mine industry, from 
what you have seen here, that there can be anything besides a grad- 
ually deteriorating situation as far as employment is concerned ? 

Mr. Ketiry. I can only answer that from past experience. I 
don’t know about future trends in that but it has been steadily 
declining. 

Senator Harrxe. What about the fluorspar industry? 

Mr. Keiry. Fluorspar is another problem. It is pointed out in 
one of the forms I gave you, since the war that has dropped. I don’t 
have any specific figures but it has drop very considerably since 
the war years. Primarily, I understand, due to importation from 
other countries. 

Senator Harrxe. I notice you also say that the railroad industry 
layoffs have added to the problems here and the Armour Meat Co. 
packing plant in the East St. Louis area. In regard to this analysis 
which you have made here, which evidently was quite complete, you 
don’t have any information bringing any one of these various seg- 
ments up to date, do you? 

Mr. Ketury. No. I might tell you we are just in the process of 
starting to do that same thing again. 

Senator Harrke. Do you find that this sort of material helps in 
finding methods of trying to place people and solve your agliiene? 

Mr. Ketuiry. At least it tells us what the problem is and gives a 
basis for starting. 

Senator Harrxe. That is the first principle, isn’t it? 

Mr. Kewxiry. That’s right. 

Senator Hartke. You can’t do much about a problem until you 
know what the problem is and that’s what the purpose of these hear- 
ings is, to get enough facts in to find out what the problem is in these 
areas. 

In regard to the duration of unemployment, do you have any figures 
as to the amount of people who have been unemployed for quite 
lengthy periods of time? 

Mr. Ketter. No, sir, I do not. The division of unemployment 
keeps the statistics on that but I don’t have them with me. 

Senator Harrxe. This would not be representative of the people 
who are not under compensation ? 

Mr. Ketiry. No. It would only give you a very small portion of 
the total picture. 

Senator Harrxe. You indicate there are a substantial amount who 
have not qualified or have exhausted those benefits ? 

Mr. Ketiry. That is true, sir. 

Senator Harrse. I note in this 1954 report that the semiskilled and 
unskilled comprise about 58 percent of the total of the unemployed 
people? 
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Mr. Ketter. Yes. I might add, Senator, we made a survey specifi- 
cally covering the Olney area just a couple of weeks ago when we 
were meeting with potential new employers. That survey indicated 
that 20.8 percent of our available unemployed workers were in skilled 
occupations and a further 26 percent, I believe it was, were semiskilled. 
In other words, over 40 percent of the people in that area were semi- 
skilled or above, and I think that would pretty generally apply to the 
entire area. 

Senator Hartke. In regard to the area to which you have testified, 
are there other areas in the State of Illinois which have similar prob- 
lems or problems of substantially the same nature as this section ? 

Mr. Ketury. Not in the same degree, and those that do have prob- 
lems are not chronic. In other words, the area around Moline, I1., 
which is farm machinery operations, generally speaking they have 
problems of seasonal unemployment where their unemployment ratios 
get — high, but it’s only for a month or so and then they are back 
at work. 

Senator Hartke. What about the Cook County area? Are you 
familiar with the records there? 

Mr. Ketiry. Not specifically, except as they make up the whole. 

Senator Harrxe. What are the latest figures in Illinois for percent- 
age of unemployment ? 

Mr. Kettey. It is contained on one of these. It is 4 percent as of 
September 1959. 

Senator Hartke. That is the latest you have? 

Mr. Ketter. Yes. 

Senator Hartke. Probably it would higher than that now, follow- 
ing the national pattern. 

Mr. Ketizry. Very probably so, although Illinois hasn’t been quite 
as much affected, or rather, they have been able to get over the effects 
of the steel strike, I believe, a little better than most. Of course, 
if the steel strike is continued after this injunction period, then we 
will have problems again. 

Senator Harrxe. But you are not familiar with whether or not 
they are having any unemployment problems in Chicago at the pres- 
ent time ? 

Mr. Ketxry. Iam familiar enough to know that they are not extraor- 
dinary problems. 

Senator Hartke. Of course, this is where I run into difficulty with 
somany witnesses. What isextraordinary ? 

Mr. Kettry. Well, it’s just about the normal situation now, I would 
say. 

Senator Harrxer. About 4 percent? 

Mr. Ketury. Possibly a little bit above. 

Senator Hartke. The thing I keep on pointing out, why do we have 
to have 4 percent of our people out of work? This is what bothers me. 
People get to the point where we are calling it ordinary. 
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Mr. Kerry. I would say the Chicago situation is better than 4 per- 
cent because that is about half of the State total. 

Senator Harrxe. The point I always get at is why in the world it 
is, if it is less than 2 percent in Engiand and less than 1 percent in 
Western Germany and never has been over 214 percent in Sweden 
since World War II. I haven’t found an answer. If you have any 
suggestions on that, I would appreciate an answer. 

Mr. Ketiey. I am sorry, I am afraid I wouldn’t have. 

Senator Harrxe. For the benefit of the people who have an answer 
to these questions, don’t hesitate to volunteer. I have been looking for 
it ever since these hearings began the first week in October. 

In regard to this and “other matters, in your opinion is the report- 
ing service adequate in all areas in the State ? 

Mr. Ketzzy. You mean on labor market throughout the State? 

Senator Harrser. Yes. 

Mr. Kettry. I believe it is reliable. 

Senator Harrxe. Are there any areas where you feel it is not 
sufficient ? 

Mr. Kerrey. No; except for the one or two counties I mentioned 
not covered by our labor market areas. 

Senator Harrxe. What is that again? 

Mr. Ketiey. Massac County, and I believe it’s Washington County. 
It is one of the counties south and east of Mount Vernon. I be- 
lieve it’s Washington. That are the only two counties in this entire 
area that aren’t covered by labor market reports. 

Senator Hartke. What is the situation in Pope and Hardin 
Counties? 


Mr. Keiiry. That is part of the Harrisburg-Rosiclaire area on 
which you have statistics. However, there is very litle industry in 
those counties. They are primarily agricultural counties and the 
situation doesn’t vary too much in those counties. 

Senator Harrxe. That’s all. 

Mr. Ketiry. Thank you. 

(The prepared statement of Mr. Kelley follows :) 


PREPARED STATEMENT OF RUSSELL L. KELLY, FIELD SUPERVISOR, ILLINOIS STATE 
EMPLOYMENT SERVICE 


Economic conditions in Illinois have closely followed those for the Nation 
except that recessions and subsequent recoveries have customarily come a little 
later to Illinois industries. In January 1957 the Illinois ratio of unemployment 
to labor force was 3.6, or slightly lower than the most recent ratio (4) for 
September 1959. Heavy industry in Illinois has recovered fairly well from the 
effects of the 116-day steel strike and, unless the strike is resumed after the 
80-day injunction period, is expected to continue at a brisk pace during the 
early months of 1960. The outlook for Illinois industry as a whole during the 
next few months is good, providing steel continues to flow into supply lines. 

Since manufacturing is a relatively minor factor in the economy of southern 
Tilinois areas, the labor market picture is not as bright. Most southern Illinois 
areas have had a surplus of labor even in time of general prosperity. 

There are several areas in southern Illinois in which unemployment as a 
percentage of labor force has been from 2 to 4 times greater than that 
for the entire State during the past few years. The Herrin-Murphysboro-West 
Frankfort area has not only the highest current ratio of unemployment (11.9) 
but also has had a high ratio for a longer period (more than 10 years) than any 
other Illinois area. 
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Other areas of substantial labor surplus include Centralia (7.3 percent of 
labor force unemployed), Harrisburg (9.7 percent), Mount Vernon (7.3 per- 
cent), and Olney (6.5 percent). As of September 15 (the latest period for which 
data are available) the State ratio of unemployment to labor force was 4. The 
ebb and flow of unemployment in these areas of chronic labor surplus ordinarily 
follows the pattern for the State as a whole but the trend is more exaggerated 
when unemployment is rising. Many workers maintain permanent homes in 
these areas and secure employment in the larger industrial centers not only 
in Illinois but in neighboring States. Therefore, a layoff in St. Louis, Louisville, 
Memphis, Peoria, Springfield, Chicago, Detroit, or other major areas may result 
in a rapid unemployment rise in these areas as workers “go back home” to await 
recall to their jobs. This situation developed as bituminous coal mining, a 
key industry in that area, dwindled and mines were closed because of depletion 
of the mineral in some instances and decreased demand in others. 

The Harrisburg area has been similarly affected by the declining coal industry 
and has also suffered from a postwar slump in fluorspar mining in the Pope 
and Hardin Counties section of this area. The devastating effect of a plant 
closure (the Mount Vernon Car Co.) was responsible for the Mount Vernon 
area’s depressed condition several years ago, a state from which it has not 
fully recovered. However, as of October 15, the ratio of unemployment to labor 
force was 7.3. Employment began to decline in the Centralia area in 1956, but 
unemployment did not become a critical issue until 1957 when the local rail- 
road repair shops laid off several hundred employees and a coal mine closed. 
The Olney-Mount Carmel area suffered a slump with the postwar curtailment 
of operations at an electronics plant (Thordarsen-Meissner). Recovery has 
been nearly realized several times but three fluctuating industries, i.e., oil dril- 
ling, apparel, and leather manufacturing, have never reached a peak simultane- 
ously. Therefore, at certain times, including the latest reporting period, the 
unemployment ratio hovers slightly above but does not drop below 6 percent. 

The Illinois section of St. Louis where 9 percent of the labor force is unem- 
ployed, has recently sustained the loss, by permanent shutdown, of a meat- 
packing plant, that of Armour & Co., which formerly employed 1,200 workers 
and of several smaller establishments. When a long-established business such 
as the above-mentioned plant suddenly closes, one significant result is the dis- 
placement of older workers who are not readily absorbed by growing industries. 
Such an element has been added to the jobseeking total of this area. 
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APPLICANT AND CLAIMANT SuRVEY SOUTHERN ILtiInois ArEA* May-Ju.y, 1954 


How did the employment declines of 1953-54 affect the already depressed 
southern Illinois area? Did thousands of workers who were recruited by out- 
of-area employers in periods of expanding employment return to the area in 
any great numbers? In what industries, on what jobs, and where were southern 
Illinois jobless last employed? What can we learn about the attachment of 
southern Illinois workers to the area’s important coal mining industry? What 
are the characteristics of the unemployed in the area? 


SURVEY INCLUDES 20,697 WORKERS 


To provide some answers to these and other questions a survey of claimants 
and nonclaimants reporting to offices of the Division of Unemployment Compen- 
sation and the Illinois State Employment Service whose jurisdiction includes 30 
counties in the southern Illinois area was undertaken during the period begin- 
ning May 15 through July 15, 1954. During this period 20,697 workers com- 
pleted survey questionnaires. Bach office in the area gave each claimant during 
a 2-week period a copy of the questionnaire (reproduced as app. exhibit 1) 
with instructions to complete it and return it when he filed his next claim. 
Throughout the survey period, nonclaimants filing new or renewed applications 
for work were also asked to complete a questionnaire. The records of unem- 
ployed workers obtained in this way represented all of the workers who were 
seeking employment through the ISES during the survey period. It is not 
claimed that this is necessarily a representative sample of all unemployed 
workers in the area. All that is claimed is that workers with the indicated 
characteristics were in the area at the time and could be located through the 
ISES. 


RECENT ECONOMIC CHANGES IN AREA 


A brief review of the area’s recent economic history and a comparison of some 
important unemployment indicators provide helpful background information 
on the southern Illinois area. 

Since World War II, the most intensive recruitment efforts by manufacturing 
establishments from out of the area occurred in 1947 and 1948. Agents for 


construction material producers, steel mills, automobile manufacturers, and 
others circulated throughout the entire area, and through the cooperation of the 
employment service hired thousands to work in plants at Detroit, Chicago, 
Peoria, Waukegan, Rock Island, etc. Recruitment on a large scale was halted in 
1949 and 1950 as a result of the downtrend in business during that period. 
Although the Korean war and the high level of business which lasted through 
the spring of 1953 stimulated positive efforts to attract workers to jobs elsewhere, 
this recruitment activity never approached the level of the 1947-48 period. The 
area has for many years provided hundred of workers for seasonal agricultural 
and cannery employment in northern Illinois—notably during harvest periods. 
This type of recruitment has achieved a certain stability and has continued for 
many years in about the same pattern. 

Comparative data for insured 'unemployment and interstate claims for the 
“30-" county area are good indicators of the changes which have occurred in 
unemployment during the past year. In mid-May 1953, insured unemployment 
for the area totaled 10,095. By May of 1954 this figure had more than doubled, 
reaching 20,728. A sizable increase in the volume of persons filing unemploy- 
ment benefit claims against other States also occurred during the same period. 
In mid-May 1958, the number of insured unemployed claiming weekly against 


other States totaled only 550. By May 1954, this number had about quadrupled 
reaching 2,100. 


1 The following counties were included in the survey: 
Alexander Gallatin Marion Union 
Clay Hamilton Massac Wabash 
Clinton Hardin. Perry Washington 
Crawford Jackson Pope Wayne 
Edwards Jasper Pulaski White 
Effingham Jefferson Randolph Williamson 
Fayette Johnson Richland 
Franklin Lawrence Saline 
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MANY WORKED AWAY FROM AREA 


Southern IMinois role as an important source of labor supply for other areas 
was brought out sharply by the survey’s analysis of the location of the last em- 
ployment of the applicant-claimants. Approximately one worker out of every 
five (a total of 4,756) who completed a survey questionnaire reported that his 
last employment was outside of southern Illinois. One out of every ten (2,126) 
had worked elsewhere in Ilinois, but about 1 in every 8 (2,630) had last 
worked outside the State. Three out of every four (15,552) had been last em- 
ployed in southern Illinois. 

The sizable number of persons returning to the area from jobs in other 
localities raises the question: How strong is the attachment of these workers to 
southern Illinois, and would they remain if job opportunities existed in the 
area? 

Virtually all—97.2 percent—of the 20,697 persons covered in the survey re- 
ported they regard southern Illinois as their “permanent home.” This close 
link to the area appears not only to deter many workers from leaving the area 
despite the lack of job opportunities, but also causes workers who do migrate 
from the area to work elsewhere to return to southern Illinois when laid off in 
other localities despite the fact that it means returning to an area where job 
opportunities are virtually nonexistent. 

Most of the workers who reported last employment outside of the area had 
returned from industrial centers like Chicago, Peoria-Pekin, East St. Louis, 
other smaller Illinois towns, and from adjacent States including Missouri, Ken- 
tucky, and Indiana (these included some commuters). 


HOUSING IMPORTANT FACTOR 


The overwhelming proportion of the surveyed unemployed who elect to con- 
sider themselves “permanent residents” of southern Illinois, despite the pres- 
ent seriously depressed condition of the local labor market and the dim outlook, 
may be strongly influenced by factors relating to housing. More than half 
(52.3 percent of the 20,109 persons who considered themselves permanent resi- 
dents of the area) indicated they owned the home in which they now reside. 
Over one-quarter (28.7 percent) lived in rented accommodations and the re- 
mainder, approximately 19 percent, lived with relatives. Of those who do not 
consider southern Illinois their permanent home, 41.1 percent were living with 
relatives and 21.7 percent owned a home in the area. 

Of those who last worked in southern Illinois, the vast majority, 6 out of 
every 10 own their own homes. Of those whose last job was out of the area, 
67.4 percent either owned a home in southern Illinois or were living with rela- 
tives at the time of the survey. Half of this number owned their home. 

These statistical relationships between the type of living accommodation 
and the location of last job afford some evidence that home ownership, either 
of the individual applicant-claimant or his family, tended to strengthen attach- 
ments to the local area. 


PLACE OF EMPLOYMENT INFLUENCED SLIGHTLY BY PLACE OF BIRTH 


There is some indication that the place of birth of workers covered in the sur- 
vey bears some slight relationship to the place of last employment. Workers 
whose last employment was in southern [Illinois totaled 76.2 percent of all 
workers who reported southern Illinois as their birthplace. Among those 
workers in the survey who were born outside of southern Illinois the proportion 
was somewhat lower. 

Sixteen percent of those born in Illinois towns outside of southern Illinois 
had their last job in such locations. This is a larger proportion than the 9.9 
percent of southern [llinoisans working within the State but outside the area. 
Similarly, those born out of Illinois tended to work outside of Illinois to a 
greater extent than did Illinoisans. 

All of these differences shown in appendix table 2 are small, but taken to- 
gether they seem to indicate a pattern. 


DEPENDENCY INFLUENCES WORKERS’ MIGRATION 


‘The survey also investigated the extent of the workers’ responsibility for de- 
pendents. Of the 20,697 persons covered in the survey, 6,147, or nearly 80 per- 
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cent (27.7), were “on their own,” without dependents. Twenty-five percent had 
one dependent and the proportions with larger numbers of dependents decreased 
with the increase in the number of dependents per person. Among the women 
who comprised only one-fourth of the group surveyed, 60 percent had no depend- 
ents. Thus, by a slight margin, women constituted the majority (51 percent) 
of those with no dependents. Twenty percent of the total number of women 
surveyed had one dependent, but their numerical importance as key wage earners 
with sizable numbers of dependents diminished rapidly as the number of depend- 
ents increased (20.1 percent had one dependent, 10.2 percent had two dependents, 
5.1 percent had three dependents, 2.3 percent had four dependents, etc.). 

The male worker dependency figures reflect a relatively high proportion of 
male unemployed with one dependent (26.5 percent), with those having greater 
numbers of dependents diminishing, as expected, but not as rapidly as among 
the female group (26.5 percent had one dependent, 18 percent had two depend- 
ents, 15 had three dependents, 10 percent had four dependents, ete.). 

How the absence of dependents affected worker mobility was not readily ap- 
parent when the applicant-claimants were analyzed as a single group. The pro- 
portion of persons, without dependents, who had last worked elsewhere was not 
significantly different from the proportion among workers with one or more 
dependents. However, when the analysis was made by sex there were indications 
from the survey that absence of dependents was a very important factor in the 
ability and/or willingness of men to work out of the area. For example, while 
the overall proportion of all workers, with no dependents, who last worked out 
of the area was 23.9 percent, the proportion of male workers, with no dependents, 
reporting an out-of-area job attachment, was considerably higher—37.7 percent. 
Thus, presence of dependents greatly reduced the proportion of male workers 
whose last employment was outside the area. From the previously mentioned 
37.7 percent with no dependents working out of the area the proportion dropped 
to 22.1 percent for males with one dependent and ranged between 24 percent 
and 27.5 percent for other categories of dependency up to five or more. 

In the “five and over” dependent category, the proportion of male workers re- 
porting last employment out of the area was higher than in the one through four 
dependent groups. The most likely explanation for this seemingly unusual sit- 
uation may be that the proportion of out-of-area commuters was higher in this 
group as also might have been the number leaving the area to work while fami- 
lies remained at home (see table 4). 


SURVEY ANALYZES LAST INDUSTRY ATTACH MENT OF JOBLESS 


The survey also investigated the last industry attachment of the applicant- 
claimants (see table 5). A total of 12,151, or 58.7 percent, of the 20,697 work- 
ers were last attached to nonmanufacturing activities. Coal mining, construc- 
tion, retail trade, petroleum products, and other mining and quarrying accounted 
for over 76 percent of the nonmanufacturing worker total. More than 3,400 of 
the surveyed workers reported coal mining as their last industry—a greater 
number than any other single activity. Last employment in construction was 
reported by more than 3,000 workers. 

Approximately 40 percent of the workers reported some manufacturing ac- 
tivity as their last industry attachment. Slightly over half, or 52 percent, of 
this group had last worked in the manufacture of transportation equipment, 
apparel, and leather products. The largest number, 1712, had been in transpor- 
tation equipment, while 1,363 and 1,218 reported last working in apparel and 
leather products, respectively. The latter industries had sustained rather 
sharp employment reductions just prior to the survey. Except in retail trade, 
where 775 female workers represented 45 percent of the workers last attached 
to the industry relatively few women indicated a link to a nonmanufacturing 
activity. The two largest groups of women were the 1,294 from apparel fac- 
tories and the 894 from leather goods firms. They comprised most of the 
workers who reported last employment in these industries. In the former ac- 
tivity, the number of women was, as expecetd, overwhelming, nearly 95 percent, 
while in the latter nearly three of every four were female workers. 

Other groups in which women comprised a majority of the jobless surveyed 
were electrical machinery where 551 women accounted for 74 percent of the 
total and textile mill products where 233 women were 64 percent of those from 
this industry. 
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SURVEY MEASURES DURATION OF UNEMPLOYMENT 


The length of time which had elapsed since the last day of employment was 
also probed by the survey. Half of the 20,697 workers (excluding 2,023 for 
whom the information was unavailable or who were still employed) reported 
that 14.2 weeks had passed by since their last day of work. Nearly 3,100 re- 
porting their last activity as coal mining, indicated 13.8 weeks. A total of about 
4,700 or 22.6 percent of all workers surveyed reported that more than 26 weeks 
had passed since their last day worked. Of this number about 2,600 were in 
nonmanufacturing activities, including 1,256 in construction and coal mining. In 
manufacturing most of the “over 26 weeks since last day worked” group reported 
last employment in electrical machinery, transportation equipment, and apparel. 

The duration of unemployment in leading individual industries varied consid- 
erably. For 747 workers last attached to electrical machinery and 367 textile 
mill workers, the median was 26 weeks or over. The 1,712 reporting transporta- 
tion equipment as their last employment indicated an average of about 19 weeks 
since their last day worked. The average for 3,041 construction, 1,718 retail 
trade, and 1,091 petroleam products workers were 15.8, 16.2, and 13.3 weeks 
respectively. 

The analysis also revealed some groups of workers had, at the time of the 
survey, been out of work a relatively short time. The 1,363 surveyed workers 
last employed in apparel and 1,218 in leather products reported a median of only 
4.6 and 4.4 weeks since their last day of work. These reflected the spring lay- 
offs in cotton garment and shoe factories. The median number of weeks since 
the last day worked for all 8,242 workers reporting manufacturing industries as 
their last employment was 13.6 weeks. 


ANALYSIS OF SURVEYED WORKERS BY AGE, SEX, AND SKILL LEVELS 


Male workers constituted nearly three-fourths (74.5 percent) of the 20,697 
workers surveyed. Nearly 8,200 of the 20,697, or about 40 percent, were under 
85 years of age with men constituting 5,740 or 70 percent of this total. The 
“50 and over” group comprised 5,641 (26.4 percent) of all surveyed with men 
comprising 4,644 or 85 percent of the “50 and over” total. The median age of 
all who completed survey questionnaires was 39.7 years with the median age for 
men (40.1) somewhat higher than that for women (36.3). 

A comparison of the above data from the southern Illinois survey with sim- 
ilar statewide data? collected in the 1950 U.S. census reveals that male workers 
comprised 71.3 percent of total statewide unemployment in that year. The pro- 
portion of statewide unemployment in the “under 35” group was considerably 
higher—49.6 percent—while there was relatively little difference in the number 
of unemployed workers in the “50 and over” group with the census reporting 
about 25.6 percent of Illinois unemployed in that category. In the “middle age” 
group (35-49) the proportion of unemployed ran considerably higher in the 
southern Illinois survey—33.4 percent as compared to 24.8 percent reported in 
the 1950 census of statewide unemployment. A comparison of the proportion of 
men to women unemployed in the three important age groupings for the State 
and for southern Illinois area follows: 


Comparison of age distribution of Illinois unemployed in 1950 census with 
southern Illinois survey, 1954 


Age group Age group 


Under 35} 35-49 50 and 


Statewide U.S. Southern Illinois 
census, 1950: survey, 1954:! 
A All 


Male 
Female...-...- 


1 Combined percentages do not total 100 percent, due to the failure of a few workers to report their ages. 


2 Comparisons are made with statewide census data because detailed characteristics for 
the 30 counties have not yet been published. 
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SEMISKILLED, UNSKILLED COMPRISE ABOUT 58 PERCENT OF TOTAL 


The semiskilled and unskilled worker groups constituted the largest occupa- 
tional components of southern Illinois workers surveyed—each with approxi- 
mately 29 percent of the 20,697 total coverage. Female workers make up about 
85 percent of the total semiskilled group and slightly less than 20 percent of those 
surveyed who were classified in the unskilled category. 

The high proportion of unskilled workers reflects the great numbers of manual 
laborers usually found in areas with this industrial composition. Semiskilled 
classifications included substantial volumes of sewing machine operators (606) 
and truck drivers (586). Over one-fifth (4,519) of all workers surveyed were 
classified in the skilled group with the great bulk of these (4,367 or 96.6 percent) 
male workers. As expected, workers in skilled occupations in bituminous mining 
constituted the largest single segment in the skilled group—approximately 1,100 
(24 percent of the 4,519 total). Skilled nonmining occupations with significant 
representation were carpenters, maintenance mechanics, automobile mechanics, 
and are welders. The median age of the skilled worker group was substantially 
higher than the median age of any other occupational category—46.3 as compared 
to 38.2 for semiskilled, 39.5 for unskilled, and 38.8 for service. 

Other occupational categories made up relatively small proportions of the 
total: Clerical and sales workers totaled 1,499, or about 7.2 percent of the whole. 
This occupational group which includes such jobs as sales clerk, clerk-typist, 
stenographer, and a variety of other related jobs, had the greatest number of 
younger workers with a resulting median average age of 28.6 years. Women, as 
expected, comprised 61 percent of the clerical and sales total. 

Listed on the following page are the occupational classifications in which the 
greatest number of survey registrants were classified. (The number of persons 
so classified is indicated in parentheses. ) 


DISPLACED MINEWORKERS STUDIED 


The survey made a special attempt to analyze employment characteristics of 
persons who worked in coal mining since 1950 to determine how long it had been 
since their last attachment to any job, the extent to which miners, displaced in 
mine layoffs since 1950, had transferred to other industries, and what skills were 
involved. 

A total of 4,018 persons reported working in the coal mining industry some 
time during the period since 1950. The median average duration of the unem- 
ployment among this group was 13.7 weeks. Five out of six in this group (83.3 
percent) indicated their last job had been in coal mining. One in six of these 
workers indicated his last previous job attachment had been in an industry 
other than coal mining. Durable goods, which embraces most metalworking 
activities (transportation equipment, primary metals, fabricated metals, ete.), 
accounted for approximately 37 percent of coal miners who, since 1950, had 
shifted to other activities. Over 26 percent reported construction activity as 
their last employment. 

A further analysis of the workers reporting attachment to coal mining at 
some time during the period since 1950, indicates that nearly 45 percent of the 
group were classified as “skilled” workers. Seven out of eight of this skilled 
group had last worked in some capacity in the coal-mining industry. In most 
instances, the skills possessed by this group are peculiar to the mining industry 
making transfers to other industries more difficult. Other skills were found 
to be relatively scarce among the group. Where they existed, a large propor- 
tion of the persons possessing them had last been attached to the mining industry. 
For example, of 88 persons classified as maintenance mechanics, 71 had last 
worked in the coal-mining industry; of 20 persons classified as welders (are 
and combination) 16 reported their employment as coal mining. The same 
general relationship was evident among electricians, carpenters, and automobile 
mechanics. 
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As previously indicated 4,013 workers reported having worked in the coal- 
mining industry since 1950. Virtually all of these (3,876 or 96.6 percent) had 
last worked in southern Illinois mines. Of this number 3,287, or 84.8 percent, 
reported mining as their last employment. 

A special analysis was made of conditions in the specific coal mines to which 
workers covered in the survey had reported attachment since 1950. A total of 
59 of these mines were studied in the analysis which was designed to determine 
whether the mine was still operating, on what basis (full time, part time) or, 
if closed, the reason therefor and the number of workers laid off. 

In the survey questionnaires these workers were asked to designate the specific 
mine at which they had last been employed (since 1950). A total of 149 
southern Illinois mines were listed by the 3,876 workers and 59 of the mines 
mentioned most frequently were analyzed separately to ascertain the current 
status of each mine (closed temporarily or permanently, working full time or 
part time, the reason for closing or reduction in work schedule, and the number 
of workers affected. 

The 59 mines included in the special study had employed or were employing 
9,886 workers. Only 7 of the mines were being worked full time—employing 
a total of 724 (7.3 percent) of the 9,886 workers. Working part time—usually 
3 to 4 days weekly—were 29 mines with total employment of 4,587 or 46.4 percent 
of total employment at the 59 major mines. Most significant were the mines 
shut down permanently during the period between 1951 and 1954. These totaled 
19 with 4,418 workers affected by the shutdowns. Most of the shutdowns were 
attributed to lack of orders and exhaustion of veins. 
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TasLeE 1.—Homeownership, location of last job, and attitude toward southern 
Illinois as a permanent home of all applicant-claimants 


Considers southern Illinois 


Location of last job 
Total Permanent | Not perma-| Unreported 
home nent home 


20, 697 20, 109 460 


(100) (97. 2) (2, 2) 
, 961 5, 766 154 
10, 647 10, 518 100 
Live with relatives_-_-.- 3, 994 3, 769 189 
Unreported 95 56 17 


Percent distribution 


100.0 


Rent home 28.8 28.7 

51.4 §2.3 
Live with relatives 19.3 18.7 
Unreported -5 3 


Southern Illinois 15, 552 15, 220 


4, 380 4, 263 
8, 914 8, 808 
2, 187 2, 109 

71 40 


4, 756 4,517, 


Rent home 1, 528 1, 452 
tO eee 1, 602 1, 583 
Live with relatives 1, 605 1, 467 
Unreported 21 15 


Never worked 311 299 
Rent home 37 36 

82 80 

Live with relatives 190 182 
Unreported 2 1 


Unreported 78 73 
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TABLE 2.—Location of last job and place of birth of all applicant-claimants 


Place of birth 


Location of last job Total 
Southern Other, Out of | Unreported 
Illinois Illinois State 


20, 697 15, 200 1, 362 3, 995 
100.0 73.4 6.6 19.3 


Southern Mlinois 15, 552 11, 581 2, 906 
Other, Illinois 2, 126 1,505 383 
Out of State... 2, 630 f 650 
Unreported_... 78 22 
Never worked 311 5 34 





Southern Tinois 
Other, Illinois. 
Out of State... 
Unreported_._. 
Never worked 


TABLE 3.—Applicant-claimants classified by sex, and number of dependents 


Number of dependents 


Applicant-claimants by sex 


5 or more 





5, 141 3, 322 2, 580 1, 664 1, 843 


a 4, 083 2, 782 2,310 1, 538 1, 735 
LL ae 1, 053 537 270 123 105 
Sex undesignated 5 3 0 3 3 


Percent distribution 


16.1 





18.0 
10. 2 
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TaBLe 4.—Location of last job, and number of dependents of all applicant- 
claimants and male applicant-claimants 


Location of last job 


Southern Illinois 
Elsewhere 
Unreported 
Never worked 


Unreported 
Never worked 


Southern Illinois 
Elsewhere 


Unreported _-_- 
Never worked 


Never worked. 





Total 


Number of dependents 


| 0 | 1 | 2 | 3 | f 5 or more 
1 


All applicant-claimants 





6, 147 | 


4, 372 
1 469 
26 
280 


5, 141 3, 322 2, 580 


4, 063 2,521 | 1,973 
1,040 787 596 
22 6 8 
i6 8 3 


All, percent distribution 


16.1 12.5 | 


16. 12.7 
16. 12.5 
10.3 
1.0 


Make applicant-claimants 


4, 083 2, 782 2, 310 





60 
109 


3, 160 2,035 1, 734 
903 737 567 
18 6 8 

2 4 1 


1, 735 
1, 252 
475 

6 

2 


ee, 


Male, percent distribution 


18.0 15.0 





18.4 15.6 
17.7 13.6 
10.0 13.3 
3.7 -9 


Male, percent distribution 
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TaBLE 5.—Industry of last employment and duration of unemployment of all 
applicant-claimants 


Length of unem- 
ployment 
Industry of last employment Total “> of 
tota 
Median | Over 26 
weeks 


Total, all industries. 20, 697 \ ‘ 4, 680 


(a) Manufacturing total 2 ; } 2, 022 
1. Durable goods, total. 6 6 hb 1,313 


Ordnance and accessories (19) z ‘ , 42 
Lumber and wood products (24)... k A i 68 
Furniture and fixtures (25) 

Stone, clay, and glass products (32)-- 

Primary metals (33) 

Fabricated metal poets (34).... 

Nonelectrical machinery (35) - --.-- 

Electrical machinery (36) 

‘Transportation equipment (37) 

Professional and scientific instruments (38) 

Miscellaneous manufacturing (39) 


2. Nondurable goods, total 


Food and kindred products (20) 
Tobacco products (21) 

Textile mill products (22) 

Apparel products (23) 

Paper and allied products (26) 
Printing and publishing (27) 
Chemicals and allied products (28) 
Petroleum and coal products (29) -- 
Rubber products (30) 

Leather and leather products (31) 











Som 


|e Se 
|| mOOQKOoara 








_ 
> 
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(b) Nonmanufacturing total 


Mining (12) 

Other mining and quarrying (10, 13, 14)-- 
Construction (15-17) 

‘Transportation (40-45) 

Communications and public utilities (46-49) - 
Wholesale trade (50-52) 

Retail trade (53-59) 

Finance, insurance, and real estate (60-67) .- 
Service (07, 08, 09, 99, 70-90) 

Government (94) 

Miscellaneous (1, 3, 4, 6, 69, 91, 98) 





bt bat pet 
= OO = Pm NI OOO G8 
© G2 00 


|| Wam macs 
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(c) Miscellaneous (never worked) 


1 Over 26, 
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TABLE 7.—Comparison between length of unemployment for all applicant- 
claimants and length of unemployment for applicant-claimants who had 
worked in coal mining since 1950 


Applicant- Applicant- 

All applicant-| claimants in All applicant-| claimants in 

claimants coal mining claimants }; coal mining 
since 1950 since 1950 


4,013 


Unknown ! ae 2; 023 
Median weeks.. a 14. 2 
Middle Ist quartile. 2 4.8 
333 || 50 percent 3d quartile_ Over 26 


1 Excluded when the medians and quartiles were computed. Includes those still employed, unknowns, 
and those who have never worked. 


TABLE 8.—Occupation and industry of last employment of applicant-claimants 
who had worked in coal mining since 1950 


Industry of last employ- 


ment 
Major occupational group Total 


Still in In other in- 
mining dustries 


Professional... 
Clerical and sales - - 


Maintenance mechanic. ----.------ 
Welder (arc and combination) - 
Electrician. 
Carpenter. - --_- 
Auto mechanic 

Semiskilled 

Unskilled_-.- 

Unreported 


Tota 
(a) Man 
1 


(b) No 
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TaBLE 9.—Industry of last employment and duration of unemployment of 
applicant-claimants who had worked in coal mining since 1950 


Median Working 

Industry of last employment Total Percent weeks of in other 
of total unem- industries 

ployment 








Total, all industries 








(a) Manufacturing, total 





1. Durable goods, total 





Ordnance and accessories (19)........---- 

Lumber and wood products (24) 

Furniture and fixtures (25) 

Stone, clay, and glass products (32) -. ---- 

Primary metals (33) 

Fabricated metal products (34) __-..--- 5 

Nonelectrica] machinery (35) 

Electrical machinery (36) - -- 

Transportation equipment (37) 

— and scientific institutions 
(3) 

Miscellaneous manufacturing (39)_-.----- 





2. Nondurable goods, total 





Food and kindred products _- 

Tobacco products (21) istan 

Textile mill products (22)_. nner 

Apparel products (23) ‘ 

Paper and allied products (26) - 5 
Printing and publishing (27)_ 

Chemicals and allied products (28) ___-- 
Petroleum and coal products (29) 
Rubber products (30) eae 
Leather and leather products eee Goa 


(6) Nonmanufacturing, total 


Mining (12)- atin balhs cate 
Other mining and quarrying (0, $8: 14). 
Construction (15-17) 

Transportation (40-45) - -_--- 

Communications and public utilities (46-49) 
Wholesale trade (50-52) _ 

Retail trade (53-59) - = 
Finance, insurance, and real estate (60- 67)... aa 
Service (07, 08, 09, $9, 70-90) 

Government (94) 

Miscellaneous (1, 3, 4, 6, 69, 91, 98)._ _--- 





(c) Miscellaneous (never worked) 














—60--pt. 4——-19 
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UNEMPLOYMENT PROBLEMS 
Senator Harrxe. Mr. Joe Jurich from Christopher, Ill. 
STATEMENT OF JOE JURICH, CHRISTOPHER, ILL. 


Mr. Juricu. My name is Joe Jurich. I am a disabled coal miner. 
I have worked as a freelance writer. I have worked on the staff of a 
newspaper. I have done writing and study on sociology in the area. 
I think I have made quite a study of it. 

I want to emphasize I don’t think that the Congress and the legis- 
lators take a serious enough view of the situation, of the chronic situ- 
ation we have here. When it becomes funny you lose interest. Now 
these investigations as far as these newsmen are concerned are losing 
more and more value because they are getting old stuff. 

Actually, I think we should make an exhaustive study of what has 
happened in this area. I think I know enough about it to convince 
them of this. The social upheaval, that’s a result of your economic 
upheavals, your economic revolution, mechanization, makes me won- 
der what is going to ha ypen when you have automation in your major 
industries and cities. ou have got too much of your population on 
the move now. They have arguments to the effect that, well, auto- 
mation will be gradual. It took 30 years to mechanize these coal 
mines. You haven’t any sociological figures. Those things can’t 
be written in black and white statistics. There is too many shades 
of gray in between. 

One of the things that hurts an area like this, and the reason it 
needs Federal aid, is the reason that demoralization sets in due to 
your social upheavals mainly that makes it almost impossible for 
these people to get back on their feet of their own volition. They 
have to have outside aid. They have got to have some incentive, some 
sort of drive, some reason to follow. Rend Lake might be a good 
thing; Rend Lake is not the entire answer. I don’t think Big Muddy 
canalization is the entire answer, although any one of them will be 
a tremendous move. I think the Government could well invest in 
that. 

Another point I think should be brought to your attention is the 
fact that your civil defense aid to this area could be expedited. Your 
civil defense laws, emergency laws in the name of civil defense. That 
apparently seems to be dispersal, and in the name of civil defense, if 
the Congress would kick out, force industries to move out. of congested 
areas, some of them are almost certain to land here if we don’t do a 
darn thing to get them here. They are likely to land here if they 
will tell them where they can locate and how large they can expand 
and in the name of civil defense. That dispersal applied down to 
the individual soldier in the Armed Forces. Those are two points I 
want to make clear. 

I am open to any questions you would like to ask me. 

Senator Harrxe. Mr. Jurich, I think this is a very important point, 
this sociological effect in the area. Tell me what happens to a man 
who has been working all his life in the coal mines and then is sud- 
denly thrown out of a job. Where does he go? What happens to 
him? 

Mr. Juricn. If he is a young man he will eventually settle down. 
The first thing he will do, invariably, if he has been in the area a long 
time, his home is there, he will search around and even settle for a 
mediocre job to stay in the area. 
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Senator Harrxe. Take something less than he is really qualified 
for? 
TOO YOUNG TO RETIRE—T00 OLD TO RETREAT 


Mr. Juricu. He will take a job delivering groceries or something 
like that way below his earning capacity. A miner is a skilled man, 
highly skilled man, but once he is thrown out of the coal mine he is 
valueless. I would like to emphasize that in this one respect. A man 
who has been a highly skilled motorman, for example, or a machine 
operator, a conventional loading machine operator, if the mine he is 
working in closes down, is done, works out, he is not likely to get an- 
other job. Well, he’s too young to retire and he is too old to retreat. 
He is going to hunt a hole. In other words, if he can find a job driv- 
ing a truck for somebody delivering coal or something for his neigh- 
bors, he is going todothat. If he isa young man with responsibilities, 
a family, and outside connections—that is the important thing—he 
will move to a city. 

Senator Harrke. What happens to him then if he is not able to re- 
habilitate himself in another area ? 

Mr. Juricu. He invariably comes back. I watched a friend of mine 
yesterday, been in Detroit, Mich. He has come back to this area de- 
feated, doesn’t know which way toturn. He’s got a little bit of money. 
He has invested it in 14 acres of land. 

Senator Hartke. What about his family ? 

Mr. Juricu. Mostly his family is here. 

Senator Hartke. What about the families of these miners; who 
takes care of them? We have about 20 percent of them who are 
drawing regular benefits in this one county, for example. This 
probably holds true generally throughout the area. How do they live? 

Mr. Juricu. I am sorry, Senator. I don’t follow you. Drawing 
what? 

Senator Harrxe. Unemployment compensation. These figures 
that were given to us showed about 20 percent of the total; of one 
area there, out of 3,800, 500 were drawing unemployment benefits. 
That makes about 3,000 of them that were not being taken care of 
with unemployment checks. How do they live? 


THE ROLE OF PUBLIC ASSISTANCE 


Mr. Juricu. Public assistance is the answer. 

I would like to emphasize another point. I am not opposed to pub- 
lic assistance. I think we should have more and better public assist- 
ance. I think it should have been taken out of the category of relief. 
I think it is a permanent thing because of your national economy 
being what it is. You are going to have a certain amount of unem- 
ployment, and the job qualification is going to narrow to the extent 
that fewer and fewer men are going to qualify for the jobs available. 
When you say you have total employment you won’t have total em- 
ployment. The first case study initiated was in Christopher. Dr. 
Brownell initiated that. I studied under that study. The first ques- 
tion brought up was, “What is Christopher’s main problem?” The 
problem was unemployment. What we found out was we did not 
have an unemployment problem; we had a preponderance of unem- 
ployables that could not be employed without being reoriented, older 
people to employ. 
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Senator Hartke. You mean they were in a position where they—— 

Mr. Jurtcu. They were unemployable for the area in which they 
located and we had no means of rehabilitation there. 

Senator Harrxe. Were they unemployable because they could not 
be rehabilitated in some other. type of industry ? 

Mr. Jurtcu. That is the emphasis I want to bring out. A lot of 
these people were of an unemployable age. Our basic problem in 
Christopher was a preponderance of unemployed coal miners well 
over 50 years old. 

Senator Harrxe. Let’s go back to the 50. Let’s take a 51-year-old 
man. He’s over 50 now. He’s unemployed. What do he and his 
family do? What do they live on? 

Mr. Juricu. Public assistance, unless they have found something 
T have described to you previously. 

Senator Harrke. How do they live? Do they live decently or not? 

Mr. Juricu. You compare the income level of what your State is 
paying in the way of relief? 

Senator Harrke. How much dothey pay? 

Mr. Juricu. I don’t know the exact figure. I think $30 a month, 
don’t they, Congressman ? 

Congressman Gray. Something like that. 

Senator Hartke. What about surplus food? Is that utilized in this 
area ? 

Mr. Juricu. Yes, it has been highly utilized even by people who 
were not on public assistance rolls. The best paid public assistance 
has been your child welfare. 

Senator Harrxe. Any trouble with any children not going to school 
because of not having proper clothing ? 

Mr. Juricu. That I don’t know, of any specific cases, but I do know 
the one thing I am trying to emphasize here, your prices and your 
standard of living is geared to your highest economic level which is 
coal miner’s wage, approximately $24.25 a day, and the man on the 
old-age assistance, for example, gets $30 a month. 

Senator Harrke. You don’t think a man can live too good on $30 
a month ? 

Mr. Jurtcu. I don’t think he can make it. 

Senator Hartke. I don’t either. 

Mr. Juricu. Very frugally and with the help of relatives and 
friends and children. 

Senator Harrxe. Who pays the relief load? Is that paid locally ? 

Mr. Jurtcu. That is paid by taxes. 

Senator Harrse. By State taxation ? 

Mr. Juricu. Yes. 

Senator Harrxe. Is that a property tax? 

Mr. Juricu. No, sir on sales tax. 

Senator Harrxe. Isthat right ? 

Mr. Juricu. Yes, sir; that, is the way I understand it. 

Senator Harrxe. Does the county participate in this care of relief, 
do you know ? 

Mr. Juricn. The county used to be the sole help on that. This was 
when the depression first hit us. 

Senator Harrxe. Where is the relief supervisor ? 
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Congressman Gray. Mr. J. P. Rea back there. He has been town- 

ship supervisor for 28 years. 
enator Harrke: Will you come forward a minute? 

Mr. J. Parmer Rea. I am not very well prepared. 

Senator Hartke. What is your name, sir? 

Mr. Rea. J. Palmer Rea. 

Senator Harrxe. What is your occupation ? 

Mr. Rea. I am a farmer and supervisor of general assistance in my 
township. 

Senator Hartke. Who pays for this general assistance in your town- 
ship? Where do you get the money ? 

Mr. Rea. Well the law proposes to levy a 10-percent rate on prop- 
erty, and in my particular township and all over the county pretty well 
that is about 10 percent of the money we receive, probably less than 
10 percent. 

Senator Harrke. The rest of it comes from the State? 

Mr. Rea. That’s right. 

Senator Harrke. How about surplus food? Is it in conjunction 
with this program or is it handled separately ? 

Mr. Rea. Well, relief, general assistance recipients, I certify them 
for surplus commodities. 

Senator Hartke. What do they have to do to be eligible? 

mr Rea. The fact they are on general assistance will qualify those 
people. 

Benstor Hartke. What do they have to do to be on general assist- 
ance? How far down the ladder do they have to be before they can 
qualify for general assistance? 

Mr. Rea. Well, we have a budget to go by and every unit in the State 
has the same budget. 

Senator Harrxe. I am talking about the individual now. 

Mr. Rea. That is what I am talking about. And when we investi- 
gate them, if their income doesn’t come up to the budget, why they 
are entitled to relief. Maybe we don’t give them total assistance, 
maybe we just give them enough to make up the difference. 

Senator Hartke. Do they live good, mediocre, or bare existence? 

Mr. Rea. Well, that would depend on how you look at it. Some 
of them seem to think it’s pretty good. 

Senator Harrxe. What does that amount to; take an average say 
of husband and wife and say two or three children? I can’t count 
myself; I have six children. So I’m not a fair example. 

Mr. Rea. Well what is your question now ? 

Senator Harrxe. I want to know, take a family of husband and 
wife and two children, how much do they get? He is out of a job, 
has no income. 

Mr. Rea. Well, that depends a: lot—depends entirely I might say 
on their circumstances. If they own a home why naturally we take 
$25 or $30 rent out of the budget because they don’t pay any rent. 

Senator Harrxe. If he owns his home you don’t allow him any rent ? 

Mr. Rea. That’s right. 

Senator Harrxe. Suppose he doesn’t own his home? 

Mr. Rea. We pay his house rent for him. 

Senator Harrxe. How much do you allow him for house rent? 

Mr. Rea. Well, whatever the landlord charges. If it is $25 we 


pay $25. 
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Senator Harrxe. They keep him in the house in which he is living; 
is that right? 

Mr. Rea. Well, as a rule that’s generally it. 

Senator Harrxe. What do you provide them as far as other 
expenses ¢ 

Mr. Rea. Well, we provide their food. 

Senator Harrke. Do you give them a cash amount or an order on 
a grocery store, or how is that handled? 

Mr. Rea. Well, in our county here there’s 11 to 12 townships. There 
is 11 of them that gets State aid, relief, and I have always given orders 
and still do. I think I am the only one in the county that issues 
orders. 

Senator Hartke. What is the amount, dollar value of the amount, 
coming back to a family of four, two children and husband and wife? 

Mr. Rea. You mean total amount or food ? 

Senator Harrke. For food. 

Mr. Rea. For a family of four? 

Senator Harrxe. Yes. 

Mr. Rea. Well, I hesitate to say exactly. I imagine it would run 
around about $80 a month. I just don’t remember. 

Senator Harrke. In other words, about $20 a week for food or a 
little less? 

Mr. Rea. Yes. 

Senator Harrke. $18. 

Mr. Rea. We pay them every 2 weeks. 

Senator Harrxe. What about clothing? Do they get an allowance 
for clothing? 

Mr. Rea. Yes, they are allowed—the budget allows them so much 
clothing. Food is a regular allowance but clothing is supposed to be 
put out if needed, and I think that runs around—oh, 20. 

Senator Harrke. In other words, a man, outside of his rent, runs 
about $100 a month, about the way you are talking, a little better 
maybe ? 

ir. Rea. A lot of things not in there. You have got his medicine 
bills, might have hospital bills, and all that. 

Senator Harrxe. You take care of his medical expenses too? 

Mr. Rea. Yes. 

Senator Harrxe. Is there any limit on medical bills? 

Mr. Rea. We try to hold them down as much as we can. 

Senator Harrke. Is that a big item in your budget? 

Mr. Rea. Yes, sir, it is. 

Senator Harrxe. In other words, it has to be paid for one way or 
the other? 

Mr. Rea. Yes. Well, they come to me and want a doctor. Iam no 
doctor myself. I can’t tell whether they are sick or not. If I turn one 
of them down and he dies before morning—it is a very difficult thing 
to handle. 

Senator Harrxe. I agree with you. I think a good fellow in charge 
of this is a very important man in the community. 

I want to heal you. I didn’t mean to call you out of turn, but I 
did want to get that picture here. 

Mr. Jurich, do you have any further comment ? 

Mr. Juricu. Yes, sir. As far as the other work and study I have 
done, I have spent 8 years with Southern Illinois, Inc. I think you 
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are familiar with the organization. You have been told about it. And 
I don’t know an organization that has done more with less than a 
one in the country, and the people that have done most of the squawk- 
ing for an improved economy in the area, which your professional and 
business men haven’t given that organization the support it was en- 
titled to, as far as its merits are concerned. 

I want to emphasize the value of one small plant in this area. I 
can show you coal-mining-camp houses that are being rehabilitated 
and modernized where you can live like a country gentleman, and 
they pool their rides where they can drive from Herrin or Royalton 
to the plant, where they can still live in this area. And those young 
fellows would have had to have gone to the city and live in a “rabbit 
hut” and in a congested area and bring their children up and abandon 
these houses and let them rot. If you had a tremendous plant here— 
it is going to waste and it’s going to waste rapidly. You could place 
this type of work in small communities, from your farm community 
and abandoned coal camp, right into these smaller cities in the area. 
For example, Christopher to a certain extent feeds on Coello, Men 
that have lived in Christopher—I can give you several of them; | 
won’t—but prominent businessmen, professional businessmen, have 
left the Christopher area and come to the Benton area. What hap- 
pens to Christopher when they have no more businessmen ? 

That is all the comments I have. 

Senator Harrke. Thank you, Mr. Jurich. 

The written statement of James Cannon, superintendent of the 
Division of Industrial Planning and Development of the State of 
I}linois will be inserted in the record. 

(The written statement of Mr. Cannon follows:) 


PREPARED STATEMENT OF JAMES F’. CANNON, SUPERINTENDENT, DIVISION OF 
INDUSTRIAL PLANNING AND DEVELOPMENT, STATE OF ILLINOIS 


Upon receiving the telephone request from Mr. Harold Brown on this past 
Monday, December 14, 1959, I have made a determined effort to clear my calen- 
dar of previous commitments. However, I have been unable to do so, and, 
therefore, am doing what appears to be the next best thing by submitting this 
prepared statement to your committee, in which I hope to outline the activities 
of the Division of Industrial Planning and Development of the State of Illinois, 
and to further point out its interest in problems that are being considered by 
this committee as they relate to this area of our State. 


THE ROLE OF THE DIVISION OF INDUSTRIAL PLANNING AND DEVELOPMENT, 
STATE OF ILLINOIS 


First of all, this division was created in 1955, having incorporated in its 
enabling law four basic purposes: (1) To carry on a research program, the 
results of which would provide information concerning the assets and resources 
of the State of Illinois for the staff of our division, representatives of the com- 
munities of the State of Illinois, and for the benefit of industries who find them- 
selves in search of new industrial plant locations; (2) to carry on an advertising 
program that would, in turn, let it be known that the State of Illinois was re 
ceptive to new industries, and that there was a number of resources in our 
State which would contribute to their successful operation in Illinois, and, 
further, that the division of industrial planning and development existed as an 
agency that could help them in their plant location efforts; (3) to work with 
communities in the establishment of local industrial development programs. It 
is on the local level that industrial plant location sales are made (not from the 
State nor the Federal Government levels); and (4) assisting industries. with 
their site selection problems, helping them to match their requirements with 
the particular resources that are available in the several regions of our State; 
thus bringing to the State of Illinois job opportunities for our citizens. 
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RESEARCH 


In the area of research, in addition to the day-to-day research program being 
carried on by the division’s staff, a very thorough study was undertaken through 
this division, the results of which are being published in nime sections of an 
“Atlas of Illinois Resources.” Sections I and II of this atlas have already been 
published. ‘These sections cover the subjects of “Water Resources and Climate” 
and “Mineral Resources,” respectively. Seven other sections are currently under 
study, to be completed by June of 1961, and will be published under the following 
titles: “Forest, Wildlife, and Recreational Resources”; “Transportation Re- 
sources”; “Population, Labor, and Educational Resources”; “The Industrial 
Potential of Illinois’; “Agricultural Resources”; “Markets of Illinois”; and 
“Public Utilities.” This study is being undertaken so that factual information 
can be supplied to industry in an effort to arouse further interest, on their part, 
in the State of Illinois. By becoming acquainted with these resources, it is 
hoped that when their attention is being given to a new plant location, that the 
State of Illinois will receive primary consideration in such an undertaking. 


ADVERTISING 


In the area of advertising, the division has run ads in six major business 
publications and three major newspapers, including a special supplement sec- 
tion in the New York Times, which was devoted to a thorough presentation of 
the industrial advantages of the State of Illinois, and, also, a cooperative 
advertisement in the Wall Street Journal, which was financed both by the State 
and several cities from throughout the State of Illinois. The ads have been 
run on telling the advantages of the several sections of the State of Illinois, and, 
more recently, have been designed in such a manner that the physical resources 
of the State were outlined to the readers. 


COMMUNITY SERVICE 


In April of 1959, the division sponsored the First Annual Governor’s Confer- 
ence on Industrial Development. More than 300 representatives from across the 
State of Illinois came to the conference, and took home with them many new 
ideas and methods that were helpful to them in planning their own industrial 
development program. The division carries on an industrial letter service to 
chambers of commerce, industrial realtors, mayors, industrial development com- 
mittees, industrial agents of railroads, and utility companies. This service 
provides these groups with industrial leads and, eventually, the opportunity for 
both the industries and the communities to get together with a final site 
determination. The staff of the division has made more than 50 appearances 
before industrial development committees and public meetings, advising them 
further on their industrial development programs. 


INDUSTRY CONTACTS 


Almost every industry that has located within the State of Illinois or carried 
out expansion programs within our State has been contacted, at one time or 
another, by the division of industrial planning and development. These com- 
panies were advised of the services of the division and, also, the assets and 
resources of the State of Illinois. The division has the names of more than 
5,000 industries on its regular mailing list. Governor Stratton himself has 
written more than 10,000 letters to these industries, pointing out the interest 
of the State of Illinois in industrial growth and expansion. 

I am a native of southern Illinois. Having been born in Carbondale, and lived 
in the following communities: Elkville, Carterville, Murphysboro, Marion, Me- 
tropolis, Mt. Vernon, and, of course, a little farther north in another coal mining 
area, 'the Benld-Gillespie community. I feel somewhat qualified to speak on the 
subject of southern Illinois. I have known of its ups and its downs. I have 
been very much aware of the conditions that exist here. I know of the feelings 
that are housed inside the hearts of the men and the women, and, yes, Senators, 
even the children. Southern Illinois is home to us, and, therefore, we cannot 
help but try to attack the problems that we find here. In my work in Spring- 
field, I am constantly looking for answers to the problems that will make my 
home region an economically self-sufficient entity. I have had occasions to be 
proud of the people of southern Illinois. Their efforts, which have been put forth 
in ordér to overcome those problems, have been commendable. To mention a 
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few, the people of Herrin saw the handwriting on the wall and proceeded to 
do something about it. The city of Metropolis took advantage of their economic 
resources, and are currently building what their community’s name’ implies. 
With the help and the leadership of Southern Illinois University, the commu- 
nities of southern Illinois are fighting back against their own problems. They 
have met with considerable success. 

To give you an example of the progress being made in this region, gentlemen, 
since January of this year (1959), some 30 southern Illinois cities have proven 
themselves worthy of having 39 industrial development projects take place in 
their communities (this involves either new or expansion of existing industries). 
These 39 projects represent more than $7,246,431 invested in southern Illinois 
industrial growth. These developments represent a renewed faith, on the part 
of industry, in southern Illinois, its people, and, most of all, its productive labor 
foree. 

Such organizations as Southern Illinois, Inc., the Saline Valley Development 
Association, the Rend Lake Association, and the several chambers of commerce, 
have provided the leadership necessary that will eventually bring economic sta- 
bility and greater job opportunities to the people of southern Illinois. 

Industrial development is something that must be done on a local level by 
local people. It is a matter of economics. Where conditions are not favorable 
for industrial expansion, it is necessary for the people of that area to work on 
those conditions and improve them to the point where it is economically feasible 
for industries to locate there. Through the leadership of Southern Illinois Uni- 
versity and its community development program, many of our southern Illinois 
cities, and their citizens, are becoming acquainted with their problems, and are 
starting to correct any weaknesses. They have continued to build those condi- 
tions that have been considered satisfactory. Through such efforts as these, and 
such planning that can only be done on a local level, supported by State bodies 
such as ours, and with the continued interest on the part of you Senators in 
the interest of our free-enterprise system of economy, we can continue to create 
better conditions in our State which will, in turn, make it more and more attrac- 
tive to those people who are investing money. With these improved conditions 
and continued interest, the economy of southern Illinois will grow, as will the 
State of Illinois, and also the Nation. 

Thank you very much. 


Senator Harrxe. Mr. William J. Tudor, director of area services 
division, Southern Illinois University and a member of the Illinois 


Public Aid Commission. 


STATEMENT OF WILLIAM J. TUDOR, DIRECTOR OF AREA SERVICES 
DIVISION, SOUTHERN ILLINOIS UNIVERSITY, AND MEMBER, 
ILLINOIS PUBLIC AID COMMISSION 


Mr. Tupor. I am going to wear two hats this morning; one as a 
member of the Illinois Public Aid Commission, the other director of 
area services at Southern Illinois University. 

I have a very large supply of statistics 7 that you were talking 
about just a moment ago. I think I can give you all that information 
you might want. 

I want to point out that I recognize that public assistance is not en- 
tirely the same as employment or unemployment, but there is a very 
close relationship, and we have discovered this as we have studied the 
problems of public assistance in Illinois as it relates to the employment 

icture. 
F I want to apologize for not having a prepared statement but I had 
to dig these figures that I have here out of the mail. They got lost 
between here and Chicago. And this is sort of an extemporaneous 
testimony. I apologize. I normally don’t do this, as Congressman 
Gray would indicate. I have testified three times in Washington on 
the depressed area bill and the Area Redevelopment Act, and am a 
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little concerned as to what new information I might present.. And the 
more I thought about it, I found there is new information to be pre- 
sented to the committee. 

Southern Illinois has shown considerable improvement in the last 
10 years in its employment picture. We are quite proud of the prog- 
ress we have made in the area working together at the university. I 
have had the great privilege of working with various groups such as 
Southern Illinois Inc., the chambers of commerce, local community de- 
velopment groups, such as the one you met in Eldorado, and as a re- 
sult of this teamwork I think we have made some real progress. 


SPECIAL ATTENTION NEEDED FOR CHRONIC UNEMPLOYMENT PROBLEM 


However, it is my contention that we have a chronic unemployment 
problem in the area that needs very special attention. We have many 
openings in southern Illinois. We find this happening at the univer- 
sity. We have — open but we cannot find the people who have 
the training to fill those particular jobs. There are many applicants 
for jobs at the lower schooled level. We would like to be able to put 
them to work, but, again, there are not many jobs of this type avail- 
able, and, hence, this is part of our major problem. 


THE COST OF UNEMPLOYMENT 


I would like to deal for a moment at least with the public assist- 
ance cost in Illinois. I think you recognize they are extremely high. 
The latest actual figures I have—and these are extremely new, just 
released last Friday, so this is new and this is part of the reason for 
just having them now available—for the State of Illinois we had 


374,952 persons, or a rate of 38 per 1,000 population, and a total amount 
of assistance was $18,659,965. That is for 1 month’s period. 
Looking at the southern 16 counties—and I hope 4 Gray 
a 


will forgive me for using these 16 counties but I know he is interested 
in southern Illinois; in fact, all of Illinois. So I’m sure he will not 
hold this against me—we had 27,487 recipients, or a rate of 83 per 
thousand, compared to 38 for the State, or a total of $1,222,790 in 
assistance in these 16 counties. You will notice that the cases are 
about 7 percent; the amount of the assistance is a little over 5 percent. 
This is due to the fact that our costs in southern Illinois are less than 
the State as a whole. 

Senator Harrker. Just a minute. On the cost per case, is that be- 
cause of the lower cost of the items or the lower standard of living? 

Mr. Tupor. It’s lower cost per item. 

Senator Hartke. Rent partly ? 

Mr. Tupor. Yes. In Cook County, for example, the costs there are 
much higher. The general assistance figures—you were asking what 
it cost per family. I figured it while you were discussing it. The 
State as a whole, the average cost per family on general assistance 
was $114 for the State. 

Senator Harrxe. I wasn’t too far off then in my estimate. 

Mr. Tupor. I just wanted you to realize how accurate you were. 

Senator Hartke. I appreciate that. That includes medical atten- 
tion as well ? 
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Mr. Tupor. Yes. These figures I am giving you are total figures. 
This $114 is general assistance. These other figures are all plus the 
aid for dependent children, and so forth. 

To continue, if you would like I can give you some figures and I 
will present this looking at the recent period from 1950 to 1958. For 
the State as a whole, we started out in 1950 with 316,000 recipients; 
in 1958 we had 341,000. The costs in 1950 were 131 million-plus, and 
in 1958 almost $195 million was spent on public assistance in the 
State of Illinois. With the 16 southern counties we started out with 
37,000 in 1950 and in 1958 we had 35,537, so we have reduced the 
number in southern Illinois. 

Senator Hartke. In your opinion, the population in southern TIli- 
nois since 1950—what has happened to the population ? 

Mr. Tupor. This 16-county area, my estimate—and I haven't 
worked as close to the figures as I would like to in my new position— 
but when I first came to southern Illinois this was part of my job for 
the university. My estimates are now we have declined in this 16- 
county area. It is possible we have an increase in Carbondale, for 
example, which has increased due to the growth of the university 
where there was a student population of around 3,500 in 1950. We 
have better than 8,000 students on the campus in Carbondale with 
another 3,500 in our resident center program. Gives us pretty close 
to 11,500 students. This has had great impact on the city of Carbon- 
dale. But only where we have had this kind of thing have we been 
able to maintain or increase our population in the communities. We 
have studied Cairo, for example. Congressman Gray gave you the 
picture in West Frankfort. Almost the same thing happened in 
Cairo. Many of the communities are declining in population. 

Senator Harrxe. These funds are borne by the people of Illinois, 
the burden of the payment of these funds; isn’t that right? 

Mr. Tupor. Matching funds are included out of Federal funds in 
these figures I gave you, but general assistance is totally by the State 
of Illinois or the local county or governmental units that provide the 
portion of cost of general assistance. 


TWO HUNDRED MILLION DOLLARS SPENT FOR PUBLIC ASSISTANCE IN 
ILLINOIS IN 1958 


Senator Harrxe. Almost 200 million in the State for 1958? 

Mr. Tupor. That’s right. My guess is in 1959 it will be over 200 
million. 

Senator Harrke. This is a great loss of productive workers? 

Mr. Tupor. That’s exactly true. 

Senator Harrxe. In your opinion do you feel that these people have 
a livable standard under the public assistance they receive? 

Mr. Tvpor. I have to say that they do because by law the public aid 
commission is required to see that they have, a minimum. 

Senator Harrxe. Well, I have got to come back a different way 
then. Don’t want you violating the law. Do you feel they have a 
standard of living which is conducive to encourage them to move 
back as worthwhile—I shouldn’t say worthwhile—but as valuable 
citizens in a community ? 

Mr. Tupor. As productive citizens I think you are trying to say. 
Whether it’s the level of living the people have—I think it is a com- 
bination of factors here that we need to recognize. A person who is 
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unemployed for a continual period of time, a period of 2, 3, 5, 10 
years, loses his hope, so to speak. The individual tries and tries to 
find a job. He can’t find one. He finally gives up. This is only 
natural. 

Senator Harrxe. In your opinion do the majority of these people 
want to find work? We have frequently heard they don’t want to 
work. Some people have made that charge. 


AN EXAMPLE OF SUCCESSFUL RETRAINING 


Mr. Tupor. May I quote to you—and I don’t know whether I should 
put this in the record or not—but I ag to have a confidential 
report that I hadn’t planned to include but let me read you a para- 
graph from a person who was recently able to secure a job because of 
training that she received at our university. This is written to the 
person working in the public assistance office in her county who had 
helped her to get the training in our practical nurses’ training pro- 
gram at Southern Illinois University. 

I would like to invite the entire office staff on October 2 to our graduation 
from the practical nurses’ class. I am proud to be a graduate. It hasn’t been 
easy but it has provided a future for us. A few years ago I was divorced and 
had no work. I contacted the aid to dependent children office and food and 
clothing was provided my family. It hurt me to accept aid when I would 
rather be working. Then the aid to dependent children helped me out and sent 
me to school to prepare me for the future. It has been a wonderful year for 
me and everyone at the office has been nice to me. Each day I went to school 
and studied. I knew you were all behind me and wanted me to make good. Yes- 
terday was my last day of school and I will soon put on the white uniform as a 
practical nurse. I will wear it with pride and honor. 

Again I want to thank the aid to dependent children for giving me a chance 
to serve, for someday maybe I will be able to help you. 

I think this is real testimony that these people are not lazy and 
people who are not interested in being productive citizens in our 
country. They are people who are unfortunate, usually through no 
fault of their own. 

And these people need help of a particular type and this is where 
I think your committee has a real opportunity to do a great service 
to this country in looking into the kind of help that is needed. 


VOCATIONAL RETRAINING NEEDED 


I had to disagree some with my good friend Mr. Kelley, who has 
worked very closely these last several years trying to help correct some 
of these problems, but it is my feeling we do need a lot of training 
for these people, particularly those who have been out of employment 
for a considerable period of time. Usually they no longer have the 
skills needed in industry. They do not have the skills even for much 
of our construction work. And when we talk about a construction 
worker in the terms that he is not a very well trained individual, I 
think it is a fallacy, because these people do have to have a considerable 
amount of training and they are highly skilled individuals in our 
modern methods of construction. It is my feeling, very strong feeling, 
that we need a very careful study to find out what kinds of training 
we can give these people and what kinds of jobs could be made avail- 
able to these people in this age group of 45 to 65 who would be 
employed. There is a great waste of human resources in this group 
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in this country and we ought to be giving these people an opportunity 
because they lose their job at age 45 and it is next to impossible for 
them to find another job. This is particularly true in an area such 
as Cook County. 

You were asking about figures there. About two-thirds of the costs 
of all types of public aid in Illinois go into the Cook County area, and 
basically into Chicago. This is a tremendously high cost. Two- 
thirds of 18 or 19 million, you get pretty high figures; $12 to $13 mil- 
lion a month going into Cook County for public assistance. 

Senator Harrxe. The reason I mentioned $200 million, I remember 
when we had the debate in Congress that threatened a veto for spend- 
ing a hundred million for all of the Air Force bases all over. The 
State of Illinois is spending $200 million for public assistance. I 
would rather do something that would do more than give people just 
an existence. 

Mr. Tupor. This is the feeling of our staff: 75 percent of 
the general assistance goes into Cook County. This is all State money. 
This isa very difficult problem. 

I want to point out that southern Illinois, while it does have some 
situations we would like not to see, Cook County is another area that 
I think needs a very careful look. This has come about to a large 
etxent because of some of the changes we see going on. Automation, 
we speak of it in general. We don’t use elevator operators any more. 
You get in the elevator and push a button. This replaces a man or 
perhaps several people during a day’s time in an office building or 
even hotels. All throughout industry this is happening. We don’t 
want to hold back progress, but when we have progress we must find 
the answers to these problems of the people who are thrown out of 
work. 

We have found this happening: A person who is a fairly skilled 
person who was pushed out because of automation usually bumps 
somebody below him because he has more education, more training, so 
that it gradually keeps pushing out people, and the ones at the bottom 
immediately come over to the public aid program for relief or help to 
solve their economic problems. 

We have shifts in our industrial pattern. Now this in some ways 
has helped southern Illinois. We haven’t been able to take as great 
an advantage of it as we should. We have many things we need to 
correct. For example, most of our communities have had difficulties 
with their water and sewer facilities and in many instances have not 
been in a position to bring in an important industry because they 
didn’t have the facilities. They have done a great job. I want to 
commend our various communities and some of the mayors were sit- 
ting in this room who have worked hard to correct these problems of 
providing proper facilities of that type. 

We have many other things that are needed in the way of employ- 
ment. With the high taxation rates it has been difficult to maintain 
our streets and sidewalks and things of that sort, but improvements 
have been made in recent years in southern [linois which I think will 
commend it highly to any industry that wants to come here. This is, 
of course, the thing we have been trying to do, to encourage more and 
more industry to come into southern Illinois. 

We at the university are in a rather unique position, and I would 
like to put that hat on for a moment, if I may. We have felt very 
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keenly there the need to help the people of the area. As this develops 
sometimes it is misinterpreted, and we are always sorry when it is 
misinterpreted. We are not trying to do things for people, we are 
trying to work with them. But we have had a very strong emphasis 
at the university on providing the kind of help to the various com- 
munities to help them resolve these conditions that we feel need to be 
resolved and they feel need to be resolved also. We have set up a 
vocational training program that is unique as far as I know in the 
country. There are a number of places where they are commencing it 
now but we were told this was no business of a university. But now it 
is SW inging the other way. Many are seeing this is an important 
thing and it should be done elsewhere. This is only a limited way 
though that we can be of help, and we need—we are always strug- 
gling for funds to try to expand these operations. With the growing 
student body, which is very important in the improvement of the ar ea, 
some of these programs had to be curtailed or held back in their devel- 
opment, and as a result sometimes we get a feeling of frustration. We 
aren’t able to do as much as we should be able to do. 

I think this is a place where your committee could render a tre- 
mendous service by providing funds, to actually get into these chronic 
problems of unemployment to see what kinds of training are needed, 
what kinds of industries can be developed in those areas, and to find 
ways of expanding those industries so that we are putting to work 
these thousands and millions of people in this country that should be 
employed. 

I commend you highly for your efforts and I think this is a very 
important program that you are working on. We spend great sums 
of money studying problems of mental health and other aspects of that 
sort, but I know of very little money that is spent on this kind of 
research. 

Senator Harrkr. Wouldn’t the money spent in mental health—I 
mean the problems of mental health in many cases come from situations 
which are aggravated by domestic situations from being out of work 
and being unable to provide for the family and the children, not being 
able to even keep pace with the Joneses, so to speak ? 

Mr. Tupor. I am quite sure this is a factor. Again we have no 
research that will show this. 

Senator Hartke. You plain don’t know? 

Mr. Tupor. Well, I can register an opinion from personal observa- 
tion but to cite you a research study that would indicate this, I don’t 
know of any. I am sure it is. 

Senator Harrke. In a family which is on public assistance, what 
is the real chance? What is the opportunity for these children? 
What chance do they have of getting themselves disentangled from 
the same future for themselves ? 

Mr. Tupor. This is a thing that has bothered me a great deal and 
our Governor Stratton has been greatly concerned about this and has 
given us a great deal of encouragement to try to find some answer to 
this, and we have about three projects operating at the university and 
two or three in Chicago trying to see if we can find some answers of 
how to take these children into a training program to get them 
motivated and trained to get into employment, and not be second, 
third, and fourth generations of public assistance recipients. 
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Senator Harrxe. A real problem, and I don’t know how you can 
be of any help in this, is that of bringing this condition to the attention 
of the general public. You go into Washington and they give you 
statistics but they are not visualized as people and humans and children 
and mothers and wives and broken homes and frustrations multiplied 
over and over again. I think that the people who are actually in 
contact with this thing are well acquainted with the problems and 
realize the tremendous impact this is having on our society. 

Mr. Tupor. We have tried in testimony to present this in Wash- 
ington and Congressman Gray will confirm this, but it’s difficult for 
people who have not actually seen these things to recognize it. 

Senator Harrxe. It always happens to somebody else besides your 
family; is that right? 

Mr. Tupor. That’s right. If I may deviate a moment, the other day 
my secretary was involved in taking Christmas baskets to some fam- 
ilies in Carbondale. Her reaction was—she didn’t dream people lived 
the way these people lived. If you have never been into these homes 
and seen the conditions under which they live—in many instances 
not because of their own desire but this is all they have, It really tears 
at your heartstrings when you see these things. You want to take your 
coat off your back to give to them, but you have only one coat and 
there are too many to receive it. It is a problem. 

But we have opportunities. We havethe strength and ability in this 
country to take care of this condition, and I feel confident that we 
will and I am very hopeful that your committee will look ahead and 
see that this is accomplished. 

I would like to, merely for your information, present to you exhibits 
from our last public aid commission meeting. One is a summary of 
public aid in Illinois; another is allocation of State funds for public 
assistance; another is a Federal commodity distribution. You were 
asking about that. Here are the facts on that for the State of Illinois, 
and here is another set of tables that gives some summaries from 
September to December of 1959 on a variety of things that will be of 
help I think. 

Senator Hartke. Those will be incorporated in the record. 

(The material referred to is as follows:) 


EXHIBIT B 


SUMMARY OF PUBLIC AID IN ILLINOIS AND COMMISSION ACTIVITIES, OCTOBER 1959 


Overall loads decline in October 


Public assistance loads in Illinois fell by almost 1,100 persons in October, 
after rising 6,200 in August, and 2,900 in September. The decrease during 
the past month was due to a drop of almost 1,000 in general assistance, and 
400 in old-age assistance. These declines were partially offset by a 300 in- 
crease in aid to dependent children, and small increases in the blind and dis- 
abled programs. However, the overall loads were still 32,300, or 9.4 percent, 
higher than a year ago. Downstate actually dropped 3 percent during the 12- 
month period, but was more than offset by a 19-percent increase in Cook County. 
The overall decrease during the past month took place despite the continuing 
effects of the steel strike. Further declines, especially in general assistance, 
can be expected in November in Cook County now that the strike is temporarily 
halted, but this downtrend will be at least partially offset by the usual seasonal 
rise downstate. Assistance in October for the five programs combined amounted 
to $18,094,204, of which $9.8 millions, or 54.4 percent, were from State funds. 
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As shown in the following table, the recipient rate in Illinois is currently 37.3 
per 1,000 total population. This table also compares the October 1959 recipient 
loads, and expenditures with a year ago. 


Recipients Expenditures 

Recipient 
Percent Rate ! 
change 
from a 

year ago 


Percent 
change 
from a 

year ago 


Number Amount Percent 


of total 


All programs & +9.4 2 $18,094,204 L +115 


12, 610, 623 


5, 317, 678 
5, 640, 600 

243, 106 
1, 409, 239 











Federally aided programs 


Old-age assistance. --.....- 
Aid to dependent children. 


Disability assistance 











General assistance 5, 483, 581 





_, receiving State 


+36. 6 4, 981, 489 
—17.0 y 





1 The rates per 1,000 population are computed as follows: All programs combined, and blind assistance 
are based on the total civilian population; OAA, 65 years and over; ADC, under 18 years of age; DA, 18 
to 64 years; and GA, under 65 years. Population used for determining rates are estimates prepared by 
the Department of Health, Education, and Welfare for July 1959. 

2 In addition, $565,761 were expended for Aid to Medically Indigent. 


General assistance falls in October 


After rising for 2 successive months, general assistance loads declined 975 
persons in October. During the comparable period a year ago, the loads rose by 
almost 2,900 persons. The decline during the past month was entirely in Cook 
County, as downstate began its seasonal upturn, with a rise of 565. The Cook 
County decrease was especially significant since it occurred during the steel 
strike. Apparently, transfers to the federally aided programs, and other fac- 
tors, more than offset any increases to the program due to the strike. How- 
ever, despite these decreases, statewide loads were still over 25,000, or 23.8 
percent higher than a year ago. The Cook County loads were 48.3 percent 
higher than a year ago, while downstate loads were 9.5 percent lower. An 
analysis of labor market areas in October 1959 with a year ago, as shown 
in the following table, indicates an improvement in 6 out of the 15 industrial 
areas: 


Persons 


Number of persons Percent 

change 
from aa 

October 

October October 1958 October October 
1958 1959 1958 1959 


Percent of population 
under 65 





w 


Illinois section of 
Mount Vernon---. 
Chicago-Calumet- 


Rockford 


709 
90, 475 
1, 123 
1, 732 


1, 307 

1,391 

585 

Litchfield _ _- 586 484 
Peoria-Pekin_ - , 782 1, 402 
Illinois section of quad cities..........---.- 54 415 
Aurora-Elgin ¢ 383 
Waukegan 491. 


NYP eho se 


WCeSNWOANDSEHOWHEONUD 
NOK woe weNo 


COnwonwsn 





3 | 
a | 
2 | 
| 


1, 268 , 
5, 778 , 
11, 545 3. 

| 

| 

| 

| 

| 


1 Herrin area includes Franklin, Jackson, Johnson, Perry, Union, Williamson Counties; Illinois section 
of St. Louis includes Madison, St. Clair; Litchfield includes Montego: nery, Macoupin; Chicago-Calumet 
includes Cook and Du Page; and Peoria-Pekin includes Peoria, Tazewell. All other areas are comprised 
of 1 county each. 


47557—60—pt. 4—-—-20 
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A decline of 2,232 persons occurred in October in general assistance units 
receiving State funds. A total of 109,684 persons in 73 units were receiving 
assistance in October as compared to 111,916 persons in 71 units in September. 
Assistance in October, totaling $4,981,489, was about $31,200 higher than in 
September, and $1.7 millions higher than a year ago. Eighty-four percent of 
the entire load, and 91 percent of the expenditures, are currently in units re- 
ceiving State funds. 


Old-age assistance declines 6 percent during past 12 months 


A faster rate of decline occurred in eld-age assistance in October than during 
the previous month. The loads dropped by 396 in October, as compared to 219 
in September. Both sections in the State shared the decline during the past 
month—Cook County by 137, and downstate by 259. During the past 12 months, 
the statewide drop amounted to 4,856, or a significant 6 percent, considerably 
above the national rate of about 2 percent. Although the rate of decrease 
was greater during the past year downstate than in Cook County, the largest 
proportion—60 percent of the statewide load was still downstate. Assistance 
in October totaled $5,317,678, for an average per recipient of $69.46. 


ADC loads continue to rise in October 


ADC loads rose in October for the third successive month, but at a slowing 
rate. After declining in July for the first time since November 1957, the loads 
rose by 1,475 persons in August, 2,701 in September, and 281 in October. During 
the past month, a 159-person drop downstate was offset by a 440 rise in Cook 
County. The statewide increase during the past 12 months amounted to 12,282 
persons, or 9.1 percent, as Cook County loads rose by 9,863, or 10.4 percent, and 
downstate rose by 2,419, or 6.2 percent. However, the statewide increase during 
the past 12 months was at a considerably slower rate than during the previous 
year of October 1957-58, when the loads rose by over 26,000, or 24.5 percent. 
October 1959 assistance amounted to $5,640,600. <A total of 111,721 children in 
35,431 cases was aided by this program during the past month. 


Blind assistance rises slightly 


After declining by 19 persons in September, blind assistance loads rose by 
7 in October. The loads in Illinois were 151, or 4.7 percent, below a year ago, 
while nationwide the trend was up slightly. October assistance of $243,106 was 
at an average per recipient of $78.83. 


Static loads in disability assistance 


Disability assistance loads were almost at a standstill in October, as they 
rose by only 10 persons. The statewide load in October numbered 17,877, 
almost 400, or 2 percent below a year ago. During the past year, downstate 
rose 151 persons, while Cook County declined 543. Almost two-thirds of the 
disabled are currently in Cook County. Transfers from general assistance are 
expected to result in a slowly rising trend in the months ahead. Assistance 
during the past month totaled $1,409,239, for an average per recipient of $78.83. 


ECONOMIC FACTORS INFLUENCING PUBLIC ASSISTANCE 


Economic activities level off in October 


The economy showed little change from September to October. The growth 
of many of its important elements appear to have leveled off, at least tempo- 
rarily, after rising sharply during the first half of the year. This leveling off 
in some sectors, togethed with reduced growth rates in others, was attributed 
partly to the effects of the steel strike, which was temporarily halted on No- 
vember 7 for an 80-day period. The leveling-off could be seen clearly in the 
personal income series which rose at an average rate of $2.5 billions a month 
through the first two quarters of 1959 to a peak of $383.8 billions in June (sea- 
sonally adjusted annual rate). Personal income then declined to $380.0 billions 
in August, and remained close to that figure at $381.9 billions in October. 
Similarly, the Federal Reserve index of industrial production was at 148 in 
October, a decline of 1 point from September and August. Its peak was at- 
tained in June at level of 155. 

Encouragingly, retail sales rose to $18.3 billions in October, after dipping in 
each of the preceding 2 months. This increase was due entirely to new auto- 
mobile sales which was not expected to be sustained in November unless ade- 
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quate steel supplies become available. The latest reports indicate pickups in 
new orders and in manufacturing sales. These advances should portend re- 
sumption of growth in the other economic aggregates, especially now that steel 
is being produced again. Also on the asset side is the steadiness in the whole- 
sale price index, which was at 119.2 in October, only 0.2 points over its level of a 
year ago. This stability is largely due to decreases in farm prices, averaging 
6.3 percent over the year, which acted to offset gains in other areas, especially 
machinery products. On the bearish side, starts of privately owned homes 
slumped from 1,325,000 in September to 1,180,000 in October, on a seasonally 
adjusted annual rate basis. This series has been generally declining since 
March of this year, apparently due to the tight-money market. It may possi- 
bly act as a drag on continued economic advancement since it is a component 
of the strategic investment sector of the economy. Compensating stimuli is 
not likely to come from the governmental sector as the recently published mid- 
year budget review forecasts a balanced budget for fiscal 1959 with receipts and 
expenditures both at $79 billions, a drop on the expenditure side of $2 billions 
from last year. 
Employment rises half a million 

After declining about 350,000 persons in August, and another 90,000 in Sep- 
tember, employment in the United States rose in October for the first time 
since July. The October increase, which amounted to almost a half a million 
persons, occurred entirely in nonagricultural industries. LKmployment in agri- 
culture actually declined about 100,000. Manufacturing employment fell more 
than usual for this time of the year, but this decrease was more than offset by a 
rise in trade and service activities, especially for women taking part-time jobs. 


Unemployment rises to 3.3 millions 


Due to layoffs in steel-using industries, unemployment rose an estimated 42,000 
from September to October. October unemployment, comprised 6.0 percent 
of the labor force, as compared to 5.6 percent in September. The low point for 
this year was 4.9 percent, which took place in May and June. The peak un- 
employment rate during the recent recession was 7.6 percent which occurred in 
August of 1958. The rising trend during the past 4 months was generally 
acknowledged to be due to the effects of the steel strike. It was estimated that 
more than 300,000 workers had been laid off because of the strike. The one- 
half million striking workers are not included in the unemployment estimate of 
almost 3.3 millions. Factors in the unemployment picture which influence 
trends in public assistance, and which cause apprehension for the future are the 
following: (1) The unemployment rate of 6 percent is still abnormally high 
for the postrecession period; (2) the number of long-term unemployed, from 
which applicants to the public assistance programs come, is over 700,000, only 
slightly fewer than 2 months ago; and (3) the nonwhite rate of unemployment is 
more than double the rate among the white—9.0 percent nonwhite, and 4.1 per- 
cent white. The trend in unemployment since July 1959, showing the season- 
ally adjusted rates of unemployment to labor force by quarter, is shown in the 
following table: 


Number of unemployed Change from 
(in thousands) preceding quarter 


am —_ — —_——_——» 





Month 
Seasonally adjusted Sea- 
Actual |___ Actuel | sonally 
adjusted 
Number Rate 


July 1957 3, 007 2, 850 
0 ee . aeimsag ii » 3, 195 
cnaccthuesceden 3, 932 

5, 172 

Se a pieinwie DAs eae pea edie eo egiretin 5, 5,018 

October 1958.....-.-- ie tesliceleaeetaae aay ma em ES 3, 80! 4, 847 
ID scxccudeccssGat caakeimavandebedemvaeke 4, 133 
hh) aa Neisdauews 3, 627 3, 663 
July 1959-. ...-- 3. 3, 549 
UIT OI cis octsi wrcicta srttranioass wine tei te ia oo ie male 3, 272 4, 168 


—499 
+1, 986 
+626 
+174 
—1, 489 
+919 
—1, 097 
+117 
—472 


NANOS 


FS" § 
Se Ooms 


i) 
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Prices rise again in the United States and in Chicago 


Prices in both the United States and in Chicago rose again to new alltime 
highs in October. The index in the Nation increased from 125.2 in September 
to 125.5 in October, and was currently 1.8 points higher than in October 1958. 
The major factor in the increase during the past month was a rise of 2 points 
in transportation. The increases and decreases in the other items were frac- 
tional. 

The Chicago index reached 129.3 in October, up 0.1 points from the previous 
month. Increases in transportation, apparel, and medical care were partially 
offset by decreases in food, and reading and recreation. The other items in the 
index were unchanged. Half of the 2-point increase during the past year took 
place in the last 2 months. The recent increase in prices accounted for the 
$2 rise in the maximum for the old-age assistance, and disability assistance 
programs effective in January 1960. 

(Presented for the information of the Commission, Peter W. Cahill, executive 
secretary.) 

(Exhibit prepared by the staff of Division of Program Analysis and Research, 
under the direction of Zane M. Polemis, Chief.) 





“SS61 
“puny pojood oy} 030] U0T}83IdO [BOIPEU UO Peseq ST Ajne Jo} qyeeyy OUqng jo JueUTzIedoq sloul||] 943 JO soyVUIT}se UOTJe[Ndod uO peseg ¢ 
ered [eofpeul ‘survizo1d pepe Aj[elopey Oy} UL = “sMIvIZOId []e U] O1ed [LOIPEUI SepNoUy ¢ ‘aouvisIsse [Bloues pus ‘suIvIZ0Id popte Al[elJope} 94} JO} VIBP SOPNPOUT 9[qBI SIYL 1 


69 ‘08 OL ‘609 ‘9 oo 29 ‘EI— ; 599 ‘E+ 08 999 ‘IFT 089 ‘08 ~~ (eyeuAITYSe) JequIE.EqT 
1% ‘08 819 ‘128 ‘9 ’ 6£9 ‘9— 7 1¥9 ‘I+ 62 Z16 ‘LEL LOS ‘6L (Areuyurtfeid) JaquIaAoN 
6% “LL 661 ‘LIT ‘9 7 698 ‘6— 1 aI+ 8% TLE ‘9ST LPI ‘6L 

€1 9L$ PLI ‘£0 ‘9$ 029 ‘¢— ; | 888+ 8% 692 ‘98T OFS ‘6L Jequieydag 


SHILNN00 ALVLISNMOG 


¢9 ‘SII Tg¢ ‘098 ‘IT ‘ : os6— oF (eyBUIT}se) Jaquie00q 
09 ‘gIT 299 ‘698 ‘IT 7 ; OF ‘C— oF Pac (Areururyjeid) 1aquraaon 
96 ‘IIT G00 ‘226 ‘IT : ; Sgt ‘I— ly 
18 ‘OLS £6 ‘196 ‘TIS ; : 616 ‘T+ Ly 


ALNNOO A000 


128 ‘098 ‘ST 8'I+ £29 ‘9+ 0L ‘+ SEL ‘ELE O96 ‘FRI (eyeUIT}sS9) sequIe.9qy 
026 ‘L¥Z ‘ST 39+ 628 ‘7+ : £26 ‘e— 620 ‘ILE $66 ‘E8I (Areuyuryeid) JaquIaAoN 
402 ‘660 ‘ST $ 6+ 908 ‘ce+ : 20 ‘T— 296 ‘PLE IZT ‘98I 

299 ‘000‘8T$ | O°TI+ 662 ‘28+ ' 298 ‘t+ 620 “OLE ZFS ‘LET Jaquie}dag 


n 
a 
5 
js 
& 
A 
~ 
F 
g 
z 
te 
B 


queo1eg qequinn queo10g Joquinn. 
2 UOTIBI 


uosiod 10g 9@Sbd 10g pee ee ge ee eee ee ee zequinny 
¢ G0UBISISSB ose 180% qjUuOUI snolsaclg Jod 938 qo; 
jo yunouy 


GOUBISISSS OSBIOAY —WoyY suosied Jo Jequinu ul esuvyO 1 SUOSIOg 


ALVLS TVLOL 
696] 4aquiavag 0} saquajdag ‘stournjyy ur wosboud pry 94qQnd ay? U2 aun)sIssM fo yunown pun ‘suosiad ‘sasDQ—"| ATAV I, 





‘spuny [B00] JO orBys o}eU0T}10do1d & szuaseidel STULt 


Teng 
Re Se Seabee ter es) ne eo ee A nee “7777 £4UNOD Yoo) Uy 4uastpuy APBD 
(OY) e189 104805 








seaiesincetnenies dascergtaniaentiea etree annn ag eas eousysisse AUITIQes}q 

GOUBISISSe PUT EL 

ueIpTIyo yUepuedep 04 PIV 

SLI ‘eel Z ee Seeree Eee | I eesneerensocapeeterrescenconesas<neeer= =a" eryeerns QoUBISTSSB 038 PIO 





ZE8 ‘2g9 “S £29 ‘OT9 ‘ZI 926 ‘El sures301d popre ATje10pe,q 











162 ‘290 ‘2 ‘3 esr‘2e8'6 | ZII‘z6s‘21 | oF6 ‘Ege "G08 ‘SLI sureidoid sounysisse 4001 





162 %S0‘2$ | 9° ~ | gen Beeb OI$ | OOF BE 'BIS rn nnn renner neenceenseenceeeseeee suresdoud [LV 





18303 jo 
queoleg qunowy 


DM 
a 
3 
& 
A 
= 
a 
fa 
F 
° 
js) 
5 
fa 
E 


[s19pe,q 


94848 suodsio0g S08BO 
saeiz01g 


spuny Jo UOYNgIySTC 


eoUuBysisse JO JUNOMY syueldoey 


6961 4290999 ‘spunf ayn7g Bu2arazaen 
sun aounjsissp 7p.9Uab ur pus supibo.d papi fjjosepaf ay; ur spunf fo a91nos pun aounjsissp fo yunowp ‘suosiad puD $aspd 10}0J,—'B[ ATAV I, 





mM 
2 
a 
= 
a 
S 
re 
a 
e 
Z 
= 
a 
6 
L 
F 
fal 
5 





*qud0.1ed ¢0'0 UBY} Sa] JO BSBALDEP V1 








002 ‘02E ‘T FIO “Sos ‘T PIL ‘S2S ‘E ag OST ‘¢— : 661— 069 ‘St 
20F ‘198 ‘T £66 ‘298 ‘T G6E “222 ‘E .— SEI ‘e— 8l3— 688 ‘SF 
TST ‘61 ‘T £22 ‘128 ‘T $98 ‘290 ‘E &9—- 260 ‘¢— 68z— LOT ‘OF 
000 ‘Est ‘TS T¥T ‘228 ‘TS TFT ‘290 ‘8S ‘o 200 ‘¢— : L0Z— 92F “OF 





SAILNN00 ALVLSNMOG 





S82 Off ‘99% ‘T FBI ‘998 ‘% 1 £18 ‘I— eae 6hI— (Areururtyeid) Jaq uIeA0N 
oe OL BED ‘ZF ‘T 2E “CGS ‘Z : 692 ‘I— o> LeI— 
209 ‘29% “I$ $82 ‘$92 ‘ZS OFZ ‘I— () 4 6961 Joqureydeg 


a ae peep es ise gee gp eps aioe: iirc os 
ALNNOD 4000 


| 000 ‘F2z ‘% ElP ‘S08 ‘E EIF ‘6Lg ‘“¢ Z'9- 166 ‘b— ; (poyeunyysa) Jaq m900q 
Q9T ‘PLZ % £2F ‘61E ‘E 689 ‘E6S “¢ 1o—- 846 ‘F— , (ArvuTUT[edd) JequreAoN 
120 ‘686 ‘T Lg9 ‘eee ‘e 829 ‘Ze ‘o A 998 ‘b— 2 
289 ‘186 ‘I$ Sb ‘ose ‘es SP ‘TZE ‘S$ a Sb2 ‘b— ; 6961 Joquieydeg 





quseoleg JoquInNn 
uoljzezIdeo [eorpour 
uosied 10d [vorpal 4deoxa 1vI0O.L 
eoueysisse 9ouRysissy ov 1890 qjUoul snojAeig suosied qquoyy 
estsvAy | jo 1oquINN 





gouvjysisse Jo JUNO —wi0.j suosied Jo Jequinu uy esueYyO 


eee 
ALVLS TV.LOL 


GGG] Laquasaq 0) saquiajday ‘stourjy ur wosboid asunjsissy abp-pjo ay) UL aounjsissp fo junown pun suossad fo Laqunny—Z ATAV I, 


mM 
a 
fa 
fa 
& 
A 
be 
a 
fa 
s 
fal 
6 


922 ‘268 ‘T 
ogg ‘G28 ‘T 
£F2 “LE¢ ‘T 
681 ‘OPE ‘TS 


092 ‘6ST 
6IL ‘TST 
296 ‘FET 
S10 ‘TEI$ 


‘NSS 


Se 
An 


© 
Nn 
2 
so 


RRS 
aa 


& 
ggg 
} * added 


2 


S2L ‘198 
2S ‘898 

BEL ‘bZE 

820 ‘bzE$ 


as 

WON 

3 03 GO 
SER 
es 
NaN 
as i 


D> 
tS 
>t 
2D 
& 
nN 
* 


GLb ‘Izo | 98 ‘280 ‘¢ 
$6 ‘02S | £16 ‘621 ‘S 
989 ‘69h | S16 ‘OBI ‘s 
£60 ‘SSh$ | £02 ‘OLT ‘S$ 


os uo}} Teo!pour 
-lod Jag | osvo Jog | -ejId¥o 4deoxe 1840.1, 
TeoOIpeyw | souLysIssy 


e0UBISISSE OF810AV eouByssse JO JUNOULY 


PL I+ 
£90 ‘2+ 
elk + 
169 ‘%+ 


10¢+ 
Lu 
6sT— 
961+ 


988 ‘IF 
O89 ‘Ib 
202 ‘IF 
198 ‘IP 


SHILNQNO0 ALVLISNMOG 


GPL ‘o+ 
288 ‘4+ 
£98 ‘6+ 
089 ‘OT+ 


68F ‘2+ 
006 ‘6+ 
282 ‘21+ 
216 ‘81+ 


quedleg | Joquinn 


038 IBOA 


¥6F ‘T— 
“It t= 
OFF+ 

909 ‘t+ 


ALNQNO0 M000 


£61 ‘T— 
122 ‘I— 
186+ 

102 ‘%+ 


quedleg | Joquinn 


qquou snoyAdig 


—wI0J suosied Jo Joquinu uy esuBYyO 


ALVLS TVLOL 


268 ‘ZOT 
988 ‘E01 
O60 ‘SOT 
009 “FOI 


822 ‘FI 
Lb ‘SPI 
Chl ‘OPI 
19F ‘OPI 


suosiod 


L16 ‘08 (peyeuny}se) JoquIEDeqy 
169 ‘0 (Areuyult[eid) JequieAoN 


£92 ‘08 
ee Tee eres ee eae ea 6861 Jequie}deg 


(pozeUNy}se) 19q UIE00CT 
(Areuyuntjeid) JequreaoN 


6961 Jequieydeg 


26 ‘601 (pezeuIy}se) Jequie0eqy 
RE SS OR tates *----(AIBUTUITAId) JequIZAON 


122 ‘IIT 
29% ‘IIT 6961 Jequreydeg 


UeIPIIYO | sesso quo W 


696 4aquavag 07 saquajdag ‘stoumjy ut wosboud uaip]rya yuapuadap 07 piv ay} U2 aounjsissp fo yunown pup suossad ‘uasp]ry9 ‘sasnQ—'¢E ATAVY, 





M 
a 
eI 
fa 
9 
re 
AA 
= 
a 
Q 
a 
a 
3 
s 
fal 
g 


E29 ‘E21 

ZLL ‘EST 

609 ‘6IT 

69 ‘STIS 
| 


£22 ‘221 
026 ‘221 
6p ‘E21 
SPI ‘EZI$ 


028 ‘L9 929 ‘EST 98 ‘092 
FS ‘29 6FI ‘FSI 269 ‘19Z 
£88 ‘89 €2L ‘FSI 90T ‘Ete 
986 “Lo¢ Tg8 ‘Esit L8L ‘THES 


uo}}¥y;deo |eorpour 
uosied 10d [soIpeyw ydaoxe 
90UB}SISSB eo0UBysIssy 
esBl0Ay 


gouvys|ssv JO JUNOUTY 


rOI— fl a 
£6— , 5) Sa 
8— : s+ 
16— ‘ &I— 


cg— 
g9— 
19-— 
el— 


ALNNOD A000 


a= 
7 
Lt 

6I— 


69I— 
1T9I— 
ii— 
29I— 


OnNwo 
The 


quoo10g Joquinn queoieg Joquinn 
03v 180% qju0UuI snojAcig suosiod 
jo soquinn 


—wWio0J suosied Jo aquinu ul esueyO 


ALVLS TVLOL 


(pozvuUllyse) Jaquiece(T 
(Arvuluitjeid) JaquIeAoN 
4290200 

6961 Joqure}deg 


(peqBUIlyse) JequIeDe(T 
(Areuyutjeid) JeqmMmaAON 


(pezeUll}se) sequIe.eq 
~----(Areuyutjeid) JaquieAoN 
“19G0IO 

6961 J9quieydag 


696] Laquasag 0} saquajdag ‘s1our7)7 ur wosboud aounjsissy pur)g ay) Ut aouD)Sissp fo JunowD puv suossad fo 4aqQUNN’T—'f ATAV 





: 
; 
3 
: 
E 


*yud0Jed G0") UBY} SSE] JO BSBeLDEP VW ¢ 


890 ‘262 896 ‘9S 
002 ‘882 0&9 ‘6zF 
80 ‘T6z 226 ‘LTP 
080 ‘16z$ 929 ‘II¥$ 


uoleqdeo Teorpom 
uosied 10d [8oIpoyww qdooxe 1830.1 
Q0UBISIssB eoURysIssy 
esvlvAVy 


eouRysisse JO JUNO 


101+ ; 6s+ 
os+ 8h— 
Ist+ 9° OF 
ee+ ’ s+ 


SHILNNOO ALVLISNMOG 


689 — (z) i 
ere— * 0+ ogs+ 
00s — () I+ 


ALNNOO A000 


SIb— P O1r+ 
609— . es— 
26E— " oI+ 
LIG—- Q est 


quealeg qequinn quedled Joquinn 


*yueoJed G0" UBY} Sse] JO BsveINU] UY 1 
(pezeuit}se) Jaq uI800qT 
(Areuruntjeid) Jaq uraAo0 Ny 


6961 JoquIe}deg 


(peiwuitjse) Joquie0eq 
(Areurtuntyeid) 48q wWIeA0 NT 


6961 Joquieydeg 


986 ‘LT (pewutjse) JequiedeqT 
$28 ‘LT (Areutuiyjeid) 1aquIeAON 
L18 ‘LT Iaqowo 
298 ‘21 6961 Jequie}deg 


ofe 180% yQuour snojAelg 


—toy suosied jo Jaquinu uy asuvyO 


ALVLS TYLOL 


suosied qwuoWw 
jo soquinn 


696] Laquasag 07 saquazdag ‘sroury ur woiboud aounjsissy figrpqosip ay? ur aounjsissp fo yunowDn pup suosiad fo saqunAy—'¢ ATAV J, 





O1IDID PUB OZBIIYO JO BpiIs}No JUeZIpU! A][VOIpsU 9} 0} PIV PUB ‘adUBISISSe ,SURIOJIA ‘JUdTSUBIZ ‘TeTIO!INITISUI ‘eUTOY 194SOJ ‘1az[eYyS ‘BUIOFT :918d JO ed AY BULMOTIOJ 943 SepNjoUy + 


8% OES ‘12% ‘T .u- 09¢ “¢— j 000 ‘+ £0S ‘ZF (Areuyunyedd) JequreaoN 
8% , 120 ‘O9T ‘T 2 992 ‘b— : g9o+ £08 ‘OF 
Let " 6LS ‘660 ‘I$ 2-tI— 92g ‘S— , 198+ 886 ‘68 6961 Jequiezdeg 


4 j OFG ‘IEE ‘I 0°1Z— £83 ‘ZI— ; L6b ‘E+ 000 ‘9% eee) | eee rg oe ae ~ (@yBUlIySe) JoquIe0eq 





SHILNQN00 ALVISNMOG 


St IIL 299 ‘821 ‘b : ; ; 979+ 099 ‘98 ; 3 (0y8UIT}S9) JequIs.eq, 
29 OIT Lg¢ ‘S20 ‘b 1 a 6S ‘b— +80 ‘98 (Areuruleid) JaquIeAoN 
OS “IIT 11g ‘Eze ‘+ ; . OFS ‘I— £61 ‘06 

Lb 801s SI8 ‘be ‘FS , ; 60S — EEL ‘16 6861 Joquieydag 


ALNQNO0 4000 


91 IF 9 ‘ZOT ; 069 ‘6+ ’ €21 b+ 099 ‘ZéI (978UII}S9) Jequieceq 
12 IF 66 “TOT i #28 ‘81+ ; 6gT ‘Z— 189 ‘821 (Areurumjeid) JaqureaoN 
96 "IF ZI “EOI 7 OZI ‘SZ+ r $l6— 969 ‘O&T 139q012O 
ZI Its 8E ‘OOT$ , 296 ‘8S-+ ’ zee+ 129 ‘I8T 6961 Joquiezdeg 


: 
é 
: 
5 
E 





uosied 10g 9sBo 10g JaquinNn qusol0g Joquinn 





OSBIIAY O38 180 X qq}UOW snolAalg aJaquinn ‘ avo pus yWUOTY 


eoUue}sIsse JO JUNOUTY —wioy suosied Jo Joquinu ul esueyO 


ALVLS TVLOL 
696T 4aquaveq 07 saquajdag stouryy ur a9unjsisspy fo yunown pun ‘suosiad ‘saspo  a9UDjSissD 1D.19UIN—'g ATAV J, 





nN 
a 
a 
9 
oat 
ms 
i 
Ww 
F 
° 
= 
e 
wl 
6 


BIE ‘9ZL 
€8T ‘60L 
869 ‘689 
TIE ‘$99$ 


LLI ‘GZ ‘ 
9ZI ‘TFS ‘F 
ZI ‘681 ‘b 
PLE ‘786 ‘S$ 


29 “80T 
Tb ‘SOT 
gS ‘ZO 
62 ‘OOT$ 


uosied Jog OSBo log 
O3B1OAV 


eouBysIsse JO JUNOUTY 


*4100J0d G0" UBT} SSo[ JO OSBetDU] UY ¢ 


T'e+ 
Sli 
06— 
& 0Z— 


$ "8+ 


929+ 

£0 ‘E— 
88I ‘Z— 
268 ‘G— 


LEL ‘80+ 
092 ‘ee+ 
029 ‘86+ 
082 “Se+ 


quo0log doquinN 


038 180% 


% 6g — 
€ 889+ 
e 0gs+ 
8 126 ‘T— 


*OBBd]YO JO Epls}No yues|puy AT[eoypeuz oy} 03 Pye pus ‘souEzsisse ,suUBIO}OA ‘S}UOI 


TI ‘2% 
908 ‘22 
LIT ‘2 
182 ‘IZ 


SHILNQN00 ALVLISNMOG 


8e9 ‘T— 
£89— 
L1¢ ‘b+ 
919+ 


ALNNOO A000 


ZEs — 
or 

Lb1‘S+ 
se ‘T— 


quool0g JoqumnN 


yquour snoyaelg 


—Woy suosied jo Jaquinu uy esueyO 


GLVLS TVLOL 


€Lb ‘18 
TIT ‘68 
¥6L ‘68 
LL¥ ‘98 


suosi0g 


26 ‘2 
eer ‘8 
$20 ‘8 
ShL ‘L 


816 ‘LE 
296 ‘88 
SPS ‘6E 
SbF ‘BE 


s}iun 
SulAjeood 
Jo JoquNN 


-SUBI} [BUOTINIPISUT ‘eUIOY 104SO} ‘Ioz[oys ‘eMTOF] 70189 JO dA} ZUTMOT[O] OY} SEPNpOU] ; 


peetensernerenseanese> “requie}deg 


aeoh puv yuo 


696T 4290}99 9) fine ‘hyuo sjrun buraravegy—srourp)] Ur aounjsissp fo punowDn pun ‘suossad ‘saspa , auUDjSIsSD [DLIUaGH—'BQ ATV J, 





UNEMPLOYMENT PROBLEMS 1631 


TaslLE 7.—Distribution of general assistance obligations for assistance and 
administration by source of funds, July to October 1959 


TOTAL STATE 


Percent distribution by 
source 
Month Amount 


State Local 


BID x dp cnanssuendhebaseocscaamniecunas doknecenmeenewnel $5, = 565 
August-.--. a 5 , 061 
September.. 6, 122, 766 
October 6, 185, 034 


COOK COUNTY 


Wi icisccntancddctiatinernvmicnasesabtumatudpinndammain $4, 569, 521 
August. ...-. ated 4, 792, 941 
September-..- pst 4, 884, 651 
October. 


DOWNSTATE COUNTIES 


51.6 

ao manos i 52.5 
September 52.7 
October _ 52.3 


TABLE 7a.—Amounts reimbursed to Cook County for aid to the medically 
indigent, May to October 1959 


Amount Month Amount 


August. 
September 
1, 349, 855 || October. 565, 761 
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TaBLE 8a.—Recipient and expenditure trends in Illinois, the 6 most populous 
States and the United States, by program, September 1959 


States 


Pennsylvania. 


United States 
BE th cndescnae 


RECIPIENTS 


Percent change from previous month 


| 
° 


Sti riis 
itsnggad 
Cr OCONNNQ- 


tbe 5 
aN ODEO 


1 Decrease of less than 0.05 percent. 


2 Not available. 
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EXPENDITURES 3 


+118 
DOr nm~N Oe 


ae 
& 


FN 


ADOWwenor 
ue 


lt+++,,++ 
Pogom em Tt eee 


~ 
eS 
Se 


Percent change from a year ago 
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3 Includes payments to vendors in all programs except general assistance. 
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TABLE 9.—Applications received, disposed of, and pending in Illinois, by federally 
aided program, August to October 1959—T otal State 


Month and year 


ALL FEDERALLY AIDED PROGRAMS 


Disposed of during month 


Total 


Pending at end of month 





received 
during 


month Total 


Approved ! 


Number | Percent 


Denied or 

otherwise 

disposed 
of 


Total 


Investi- 
gation 
not com- 
pleted 





August 1959......... 
September -- 
October 


August 1959. .......- 
September 
October - - - -- 


August 1959_.......- 


October 


August 1959 
September 
October 


August 1959. .......- 
September----.-- 
October 


4, 101 
3, 903 
3, 672 


57.3 
46.5 
44.8 


2, 350 
1, 815 
1, 645 


1, 751 
2, 088 
2, 027 


OLD-AGE ASSISTANCE 


1,417 
1, 436 
1, 332 


1,478 
1, 437 


AID TO 


713 
617 
596 


50.3 
43.0 
44.7 


DEPENDENT CH 


704 
819 
736 


ILDREN 


7, 350 
8, 106 
8, 363 


2, 032 
2, 074 


2,179 


4,779 
5, 629 
6, 102 


Applica- 
tions not 
signed 





2, 029 
1,978 
1, 599 


1,916 
1, 641 
1, 428 


I 


52 
71 
78 


DISA 
| 
716 
755 


834 


65. 1 
50.3 
45.5 


1, 247 
825 
650 


LIND ASSISTANC 


669 
816 


778 


24 
29 
21 


BILITY 
366 


344 
378 





46. 2 
40.8 
26.9 


| 





2, 790 
3, 127 
3, 298 


| 
146 | 
158 
142 


1, 790 
2, 153 
2, 403 





95 
111 
105 





ASSISTANCE 


. 350 
5.6 411 
5.3 456 








| 
2, 382 | 
2, 747 


2, 744 


| 
677 
114 
220 


1, 
2, 
2, 





1 The approvals are effective in the current month or in a subsequent month. 
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TABLE 9a.—Applications received, disposed of, and pending in Illinois, by 
federally aided program, August to October 1959—Cook County 


ALL FEDERALLY AIDED PROGRAMS 


Disposed of during month Pending at end of month 
Total 
received 
Month and year during Approved ! Denied or Investi- | Applica- 
month Total |_CCCCCsotherwise} Total gation | tions not 
disposed not com-| signed 
Number | Percent of pleted 


August 1959 .é 750 
September. 51. 1,012 
ee ee 88! 





OLD-AGE ASSISTANCE 


August 1959 644 341 53.0 303 983 
September........-... 664 276 41.6 388 1, 033 
October 579 238 41.1 341 1,115 


AID TO DEPENDENT CHILDREN 


1, 252 932 74.4 320 1, 822 1,031 
972 554 57.0 418 2, 091 1, 342 
775 355 45.8 420 2, 251 1, 574 


BLIND ASSISTANCE 


August 1959-_-........ 18 10 55.6 8 

September___- 29 ll 37.9 18 

October 24 8 33.3 16 
| | 


DISABILITY ASSISTANCE 


327 208 63.6 119 
416 228 54.8 188 
257 51.0 247 

| 


1 The approvals are effective in the current month or in a subsequent month. 


TABLE 9b.—Applications received, disposed of, and pending in Illinois, by 
federally aided program, August to October 1959—Downstate counties 


ALL FEDERALLY AIDED PROGRAMS 


1 7 
Disposed of during month Pending at end of month 
Total —_ 
received 
Month and year during Approved ! Denied or Investi- | Applica- 
month Total _ otherwise} Total gation | tions not 
disposed not com-| signed 
Number | Percent of pleted 





August 1959_-....... 859 46.2 1,001 3, 113 2, 501 
September... , 746 40.9 1,076 3, 211 2, 632 
October ¢ 787 44.0 1,003 


OLD-AGE ASSISTANCE 


August 1959 73 372 48.1 
September... 772 341 44.2 
October 753 358 47.5 





See footnote at end of table. 
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TABLE 9b.—A pplications received, disposed of, and pending in Illinois, by federally 
aided program, August to October 1959—Downstate counties—Continued 


AID TO DEPENDENT CHILDREN 


Disposed of during month Pending at end of month 
Total 
received 
Month and year during Approved ! Denied or Investi- | Applica- 
month Total otherwise} Total gation | tions not 
disposed not com-| signed 
Number | Percent of pleted 








August 1959 315 . 759 
September , 271 ; P 2p 811 
October 295 2 d . 29 


August 1959 
September..........- 
October 


DISABILITY ASSISTANCE 


| 
380 389 158 40. 6 | 231 1,033 922 


377 339 116 34, 2 223 1,071 976 
389 330 121 36.7 209 1,130 1,043 


1 The approvals are effective in the current month or in a subsequent month. 


TABLE 10.—Nonagricultural employment in Illinois and average weekly earnings 
in manufacturing industries, July to September 1959 


Employees in non- Average weekly earn- 
agricultural ings in manufacturing 
establishments industries 





Month 
Percent Percent 
change change 

Number from Amount from 
previous previous 
month month 


POY Gi isdcetkiecccccbusnancastndsntudie ee 3, 426, 000 
PE ebiccnwan as 3 3, 411, 800 
PN ciniiccnsvancascanucn se inp aterbenaaeuac 3, 440, 300 


1 September data not available. 


Source: Illinois Department of Labor. 


TABLE 11.—Unemployment compensation in Illinois, October 1959 


Percent change from— 


Previous | 6months | Year ago 
month ago 





Number of weeks of SeERTONES = 217, 816 +1.4 —45.0 —43.7 
PRROUIEE GT TORBTIB inn sis conc cewascccunccnesncnsscesss) Sy eee +4.0 —42.9 —42.4 


Source: Illinois Department of Labor. 


47557—60—pt. 421 
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TABLE 12.—Labor force, employment, and unemployment in the United-States, 
October 1959 


Percent change from— 


Persons 
Previous | 6 months Year ago 
month ago 


Civilian labor force 70, 103, 000 +0.8 : 
Employed .-| 66, 831, 000 +.7 e +2.3 
Unemployed +1.3 ; —14.0 
Seasonally adjusted unemployment rate 0 


Source: U.S. Bureau of the Census. 


TABLE 13.—Consumers’ Price Index for the United States and Chicago, Oct. 15, 
1959 


[Revised—1947-49= 100] 


Percent change from— 


Previous | 6 months Year ago 
month ago 





United States: 
All items 


+ 
S 


Con SO OO i] 
aw 


Apparel 

Housing ! 

Transportation 

DE OUND inn cn sencccceses 
Personal care 

Reading and recreation 

Other goods and services 


sD ONeNA 








Chicago: 
ae cacti eee cas iene weasecegounmeuel 


+ |t++tt++ 


Transportation 

Medical care 

Personal care 

Reading and recreation 
Other goods and services 


a Dee 


re aoc ts | 


stt+t+t+ 
Cucfw~1-10 


t++t+44+ 


1 Includes rent, gas and electricity, solid fuels and fuel oil, housefurnishings and household operation. 
Source: U.S. Bureau of Labor Statistics. 


TABLE 14.—Warrants voided, by program,’ October 1959 


During Cumulative 
month total since 
July 1, 1959 





All programs \ $217, 992 


Old-age assistance 

Aid to dependent children. 
Blind assistance 

Disability assistance 


1 Warrants not cashed are credited to the appropriation of each program. 
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TasLe 15.—Refunds and recoveries by program and, source, October 1959 


Old-age Aid to Blind Disabil- Cumulative 
Total assistance | dependent| assist- | ity assist-/ Other | total since 
children ance July 1957 


Total. __..-..-----| $161, 212. 53) $145, 317. 34| $10, 737. 60) $1, 224. 30) $3, 574. 67) $358. 62) $3, 326, 991. 47 


Estate of recipient ae 97, 204. 40 97, 204. 40 2, 112, 471. 83 

Voluntary reimburse- 
ee awe come 22, 934.88} 19, 501. 97 Sj Se Gllesdsewan ; 468, 881. 27 
Excess assistance _------- 14, 348. 28 9, 232.63) 4,918.15 i 39. 190, 138. 08 
Burial. _- 9, 516. 44 7, 917. 44). a “ ‘ 99. 218, 385. 74 
Personal injury - - - ------ 8, 502. 66) 3, 113. 65 3, 541. 11 ; fb . 60 268, 753. 73 
8, 705.87 8, 347.29)... eee oe 68, 360. 82 





TABLE 16.—Status of claims for restitution of grants in the general assistance 
program, October 1959 


Number of Amount 
claims 








Recorded: 


Collected: 
Total to date....-...-.- iuigievedtsbalaewinnenTee étiwundtaSheceesnckaGiins tyneauat ee 


This month 
Prior months 


Balance due 


TABLE 17.—Referrals and job placements made by the Cook County Department 
of Welfare for recipients in federally aided programs, May to October 1959 


Referrals Placements made— Referrals Cases closed 


made to ___| pending at because of 
Month and year counseling end of refusal to 


and place- | Total] Di- | Indirect month accept 
ment service rect employment 


1959—May 411 | 260} 222 1, 222 94 
June ____- 511! 219! 193 1,181 91 
Be eter oa kt ee as 804 | 203 1, 432 68 

76 
74 
81 


Ee ee 329 | 251 1, 226 
September 1,156 | 240 1, 820 
NO thexisciaspadcadenawevnens 782 | 237 2, 048 


TABLE 18.—Job placements made by the Cook County Department of Welfare for 
general assistance recipients, May to October 1959 


All through placement office 


“Own because of 
Month and year place- | _ 


effort’”’ refusal to 


Jobs obtained directly | Cases closed 


|} placements | accept em- 
|Total) Appli- Recipi- ployment 
cants ents 


899 | 571 256 315 
847 | 536 190 346 
726 | 454 186 268 
767 | 562 219 343 
938 | 663 299 364 
883 | 675 254 421 





1638 UNEMPLOYMENT PROBLEMS 


TasLeE 19.—Numober of Illinois Public Aid Commission employees 


Number of Turnover Number of 

employees employees 

as of Oct. as of Nov. 
15, 1959 | Accessions |Separations} 15, 1959 


Headquarters and regional staff 
Downstate county departments of public aid staff 
Cook County Department of Welfare employees 


1 Does not include 13 employees, Federal commodity distribution program. 
2 Does not include 58 employees, aid to the medically indigent program. 


TABLE 20.—T otal number of persons and amount of assistance in the public aid 
programs in Illinois, by county,’ October 1959 


Persons 


Amount of 
Rate per assistance 3 

Number 1,000, total 
population 2 


(c) 


$18, 094, 204. 12 
6, 117, 199. 10 
126, 673. 32 
88, 251. 19 
21, 818. 87 
6, 104. 
17, 383.7 
31, 906. 
18, 658. 5 
13, 007. 1: 
38, 760. 
Champaign ,4 b 87, 171. 8: 
Christian B 71, 938. 6 
y 3: 33, 395. 
37, 845. 2% 
18, 254. 4% 
74, 287. 1i 

11, 977, 005. 0: 

Crawford 35 41, 119. 8: 

Cumberland-- y 14, 425. 

é 15, 552. 
16, 835. ¢ 
26, 832. 2 
54, 090. 
52, 922. 7: 
10, 371. 43 
28, 334. 05 
34, 378. 37 

9, 996. 55 

219, 128. 17 
54, 250. 49 
52, 363. 68 
61, 346. 23 

9, 215. 45 
29, 366. 89 
51, 045. 23 
35, 411. 54 
10, 307. 11 
29, 043. 05 
31, 589. 13 
89, 543. 52 


80, 873. 22 
30, 552, 19 











-,rreer =, SO eee 





See footnotes at end of table. 
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Taste 20.—Total number of persons and amount of assistance in the public aid 
programs in Illinois, by county, October 1959—Continued 


Persons 


Amount of 
County Rate per assistance 3 
Number 1,000, total 

population ? 


(b) (c) 


$22, 985. 97 
21, 071. 00 
52, 802. 62 
64, 384. 71 

5, 801. 66 
69, 075. 77 
80, 211. 24 
64, 452. 44 
44, 179.17 
22, 471. 49 
29, 023. 96 
28, 961. 69 
46, 223. 50 
21, 939. 96 
94, 116.15 

191, 705. 43 
71, 196. 85 

224, 413. 36 
77, 749. 69 
10, 945. 39 
29, 341. 98 
49, 631. 07 
13, 671. 00 
20, 724. 28 
12, 167. 20 
52, 450. 83 
75, 716. 70 
22, 543. 50 
23, 614. 11 

162, 316. 66 
42, 652. 65 
20, 503. 98 
57, 004. 52 
19, 461. 01 
78, 938. 61 

4, 814. 46 
30, 296. 90 
29, 802. 51 
85, 293. 52 

806, 270. 30 

163, 503. 56 

225, 343. 54 
26, 291. 27 
22, 449. 47 
50, 195. 15 

8, 711. 00 
Stephenson. 57 . 36, 758. 18 
Tazewell...- 61, 727. 86 

¢ 39, 441.15 
133, 190. 14 

17, 622. 30 

29, 228. 59 

13, 841. 88 

31, 096. 05 

44, 831. 66 

36, 108. 07 

ri 17 91, 543. 16 

Williamson. f 108 218, 894. 98 

Winnebago. .. 37: 22 173, 088. 89 

Woodford 15 21, 198. 88 





1 This table includes the data for all categorical programs, general assistance and veterans’ assistance. 

2 Based on population estimates of the Illinois Department of Public Health for July 1958, 

’ The amount of assistance for the categorical programs consists of payment to the recipients, and the 
medical capitation into the pooled fund. 





1640 UNEMPLOYMENT PROBLEMS 


TasLe 21.—Old-age assistance—Number of persons and amount of assistance in 
Illinois, by county, October 1959 


Persons 
T ) ] Average 
Rate per | | Amount of | amount per 
1,000 | Receiving | Receiving | assistance person 
Total | population,| grants medical 
65 years | care only 
and over ! 


(b) (d) (e) 


101 71, § 4, 571 |$5, 317, 677. 89 








2, 736 | 3, 062, 353. 88 
Nh 8: ; ; , 82, 854. 00 
Alexander 5 5 | ; 45, 462. 00 
Bond : ‘ 15, 538. 00 
5, 134. 00 
13, 238, 00 
22, 967. 00 
13, 062. 00 
< ¢ 10, 008. 00 
Cass 37% j 346 25, 329. 00 
Champaign 596 | 529 5 39, 694. 00 
SR a Eke coeckcneua | | | 4, 0262. 00 
cae | 23, 580. 88 
24, 866. 00 
13, 103. 00 
i. 39 52, 269. 00 
Eee Soc ataae i ¢ 8, 55 . 835 | 2, 255, 324. 01 
Crawford. -_...--- 3 | 9 26, 333. 00 
piece ate 11, 350. 00 
11, 018. 00 
12, 029. 00 
17, 689. 00 
25, 748. 00 
32, 740. 00 
7, 499. 00 
19, 710. 00 
22, 178. 00 
oe * 6, 959. 00 
a , 08 f 75, 045. 00 
cng ac . 58S 39, 512. 00 
Gallatin Seances. 336 327 | 335 23, 779. 00 
ene... 526 f 36, 351. 00 
| _ ae ; ‘ i 5, 980. 00 
Hamilton 3 | 7 19, 001. 00 
Hancock.___---- ¢ 40, 878. 00 
Hardin s 10, 244. 00 
Henderson_.-- -- é 7, 707. 00 
3! 5 ¢ 20, 578. 00 
Troquois-_-__-_-_-- 316 q 24, 215. 00 
in 5 47, 689. 00 
12, 154. 00 
Jefferson n 39, 432. 00 
Jersey ad aie occa ita ie basic | 18, 979. 00 
Jo Daviess... __------ ¢ 16, 466. 00 
ER aE a | 16, 321. 00 
Kane__. py NSS 3¢ 2 30, 875. 00 
Kankakee i 5 | 27, 970. 00 
RD oa ace enat { | 3, 523. 00 
47, 727.00 
iene h f 32, 542. 00 
La Salle. -__-_- 528 53 3 36, 004. 00 
Lawrence ‘ 8: x 29, 254. 00 
ee _ 12, 665. 00 
Livingston... ---- é : 20, 713. 00 
a { 23, 154. 00 
McDonough... --- | 
McHenry 

















1 Based on 1950 census. 
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TABLE 21.—Old-age assistance—Number of persons and amount of assistance in 
Illinois, by county, October 1959—Continued 


Persons 


Average 
Rate per Amount of | amount per 
1,000 Receiving | Receiving | assistance person 
Total | population,| grants medical 
65 years care only 
and over ! 


(b) 


Morgan 
Moultrie 


eyes 5 ° rs 
RESHSEESS eS SSRSSE SNES SRRES! 


Srsropyr 
Bi 


or 
tS 


i 
- 
a 


gs 
SSSSSSSSSSSESSE 


85 


Winnebago 
Woodford 


on 
a 
> 


1 Based on 1950 census, 


TABLE 22.—Aid to dependent children—Number of cases, persons, and children 
and amount of assistance in Illinois, by county, October 1959 


Number of Average amount 
children 
Persons | Children | per 1,000 Amount of 
County popula- assistance Per 
tion, under Per case | person 
18 years ! 


(a) (b) (c) (a) (e) (f) (g) 


Grand total 111, 721 $5, 640, 599. 41 





Total downstate coun- 
ties. 41, 702 30, 763 1, 357, 243. 14 





on cincss ahhaedans 667 ‘ 21, 603. 85 
ee stb 821 iy 23, 151. 00 

onc : i 99 2, 993. 00 
Boone foswanes 4 Q 84.00 
Brown cagllaion ~ 60 x 1, 872. 00 
Bureau 4, 174.00 
Sone 106 3, 559. 00 

arroll_. ag ae 60 1, 936. 00 
Cass. ... 220 f 7, 274.00 
Champaign 840 29, 704. 00 
Christian... _... ; 13, 741.00 
Clark 3! 130 4, 166. 00 
Clay 5, 021. 00 


1 Based on 1950 census. 


BRESSNE 
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TABLE 22.—Aid to dependent children—Number of cases, persons, and children 
and amount of assistance in Illinois, by county, October 1959—Continued 


Number of Average amount 
children 
Cases | Persons | Children| per 1,000 | Amount of 
popula- assistance Per 
tion, under Per case | person 
18 years ! 


(d) (e) (f) 


$2, 461. 00 $117. 19 
11, 279. 00 118. 73 
4, 283, 356. 27 172. 36 
7, 901. 19 125. 42 
1, 709. 00 100. 53 
1, 970. 00 123. 13 
1, 360. 00 104. 62 
4, 219. 00 150. 68 
3, 830. 00 166. 52 
8, 907. 00 123. 71 
1, 453. 00 111.77 
4,741.00 121. 56 
5, 304. 00 123. 35 
1, 588. 00 132. 33 
27, 254. 00 115. 00 
5, 216. 00 104. 32 
14, 359. 00 112. 18 
I rarenceeatioagnesen 2 y 5 10, 694. 00 130. 41 
Grundy 1, 353. 00 150. 33 
Hamilton ‘ . 5, 776. 00 137. 52 
3: 4, 500. 00 136. 36 
aaa 7 10, 149. 00 119. 40 
Henderson 1, 200. 00 109. 09 
é 4, 607. 00 153. 57 
Iroquois 36 5 4, 859. 00 134. 97 
21, 422. 00 126. 01 
2, 698. 00 117. 30 
17, 341. 00 122. 99 
7, 232. 00 147. 59 
3, 981.00 128. 42 
3 95. 56 
129. 63 
143. 13 
132. 45 
143. 39 
154. 49 
163. 25 
125. 78 
142. 82 
131. 88 
117. 12 
158. 02 
170. 31 
136. 08 
134. 43 
109. 93 
133. 49 
130. 14 
39 2 385. 00 138. 50 
186 3¢ 5, 921. 00 131. 58 
285 8, 554. 91 99. 48 
74 2, 417. 00 151. 06 
65 ¢ 1, 680. 00 88. 42 
40 i 1, 411.00 117. 58 
Montgomery 200 5, 688. 00 118. 50 
Morgan. .-.. d 485 . 17, 279. 00 132. 92 
Moultrie. d 104 5 3, 654. 00 117. 87 
Ls scares 5 106 3, 546. 00 136. 38 
i 5 1, 696 25 53, 900. 00 139. 64 
159 4, 668. 00 111.14 
lll 8 3, 708. 00 132. 43 
261 2 9, 223. 01 124. 64 
159 4, 531. 00 116. 18 
712 20, 472. 00 115. 66 
15 ’ 489. 00 244. 50 
Randolph. a 108 2, 849. 00 105. 52 
Richland 182 3 6, 231. 00 117.5 
Rock Island 681 19, 426. 00 132. 1 
St. Clair 8, 152 : 263, 532. 00 125. 1i 
S 30 1, 104 53 38, 047. 00 124, 
Sangamon “ é 1,431 f 2 43,779. 00 115. 
Schuyler 121 ‘ 28 3, 812. 53 131. 


1 Based on 1950 census. 
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TABLE 22.—Aid to dependent children—Number of cases, persons, and children 
and amount of assistance in Illinois, by county, October 1959—Continued 


Numnber of Average amount 
children 
Cases | Persons | Children] per 1,000 
popula- Amount of 
tion, under} assistance 
18 years ! 


$4,435.00 | $123.19 
6, 990. 00 110. 95 
810, 00 115.71 
5, 262. 00 119. 
17, 569. 00 136. 
5, 217.00 108. 6 
36, 369. 00 . 
3, 253, 00 130. 
5, 643. 30 7. 
1, 106. 00 
6, 665. 00 
6, 441. 00 
10, 810. 00 
30, 011. 00 
2 32, 420, 35 
Winnebago a 2 29 63, 886. 00 
Woodford 2, 543. 00 


1 Based on 1950 census. 


TABLE 23.—Blind assistance—Number of persons and amount of assistance in 
Illinois, by county, October 1959 


Persons 


Amount of| Average 
Rate per Receiving | assistance amount 
100,000 Receiving | medical per 
total grants care person 
popula- only 
tion ! 


(b) (d) (e) 


$243, 106 
119, 609 








RE acc ngucapekben peas mabanen 
Alexander 

Bond 

Boone. - - 

Brown... 

Bureau 

Calhoun 


Champaign 
Christian 


Cook 

Crawford 
Cumberland... 
De Kalb 


70, 

63. 

67. : 

87. 

om Based on population estimates of the Illinois Department of Public Health for July 
58. 
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TABLE 23.—Blind assistance—Number of persons and amount of assistance in 
Illinois, by county, October 1959—Continued 


Persons 


Rate per Receiving | Amount of 
100,000 Receiving | medical assistance 
care 


a me o m= 
IW POON OM NH OOh 


1 
20 
18 
26 

6 

4 
ll 

3 
14 

2 
26 
37 
32 
74 
29 

4 


Braman 


os & ae 
I OAOWN OO-) 

















Woodford 


1 Based on population estimates of the Illinois Department of Public Health for July 1958. 
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TABLE 24.—Disability assistance—Number of persons and amount of assistance 
in Illinois, by county, October 1959 


County 


Grand total 


Total downstate counties...| 6, 289 


ass. 
Champaign. 
Christian 


De Kalb 

De Witt. 
Douglas - - 
Du Page.- 


Gallatin. 


CET o <cecncecuce 
Hamilton 

Hancock-- 

Hardin 

Henderson 

PUM sa sdcaeecnuavnus 3 
MRS oc cn uonaws 
eer 
Jasper . 
Jefferson... .- 

Jersey 


es 
Kankakee - - 
Kendall 
ee 
Lake. 
Sa 
Lawrence... -....- 
BIR. occuannnkaen 
Livingston 
Pc cae 
McDonough 
McHenry __. 
McLean... ..... 
IN cas gis linc Roreds 
Macoupin. - 

Madison 

Marion 

Marshall 

SP lia 
Massac. ___- 
Menard 

Mercer 


2 Based on 1950 census. 


Rate per 
100,000 


Total | population! 


18 to 64 


inclusive 


(a) (b) 


17, 877 


Persons 


Receiving 
grant 


Amount of 

assistance 

Receiving 
medical 
care only 


(d) (e) 


474 |1,409,239.38 


Average 
amount 


in dollars | per person 











wz 


219 | 417, 922.3 

















10, 771. 
6, 597, 
1, 573. 


1, 073. 

655. 
1, 333. 

717. 
4, 021. 
5, 955. 
5, 717. 
2, 098. 
2, 645. 

903. 
5, 253. 


- 
— 
o 


BSSSSSSSSssesssssssssses 


sssses 


s2s2 


1, 330. 00 
8, 382. 00 
1, 036. 00 
6, 688. 00 
2; 273. 00 
1, 088. 00 
1, 463. 00 
2, 232. 00 
2, 158. 00 
350. 00 

5, 649. 00 
2, 086. 00 
3, 153. 00 
2, 631. 00 
512. 00 

1, 461. 00 
1, 309. 00 
3, 533. 00 
618. 00 

6, 250. 00 
10, 786. 00 
5, 450. 00 
15, 595. 00 
6, 313. 00 
, 290. 00 
779. 00 
736.00 
794. 00 
811.00 





Nee eNO Oe 


IS Ped 











EREEBRAES; 
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‘TABLE 24.—Disability assistance—Number of persons and amount of assistance 
in Illinois, by county, October 1959—Continued 


Persons 


Amount of| Average 
assistance amount 
Receiving | Receiving | in dollars | per person 
grant medical 
care only 


tS 


ene 
33 


zee 
Ss 


8 


Sse seggee 
BEANE oRNONS 
oo 
338 


Sangamon... 
ee jaa 


wo COR 
osi=— oO 


Stephenson 
Tazewell 


gages 


3: 


os or 
NON WH enw oo one >= > 


Washington 
Wayne 


OoNo-oa 
SIs 


Ss 
RSIS 


© 


5 : 
S8SS83S8SSSS3SS3SSSSSSSS 


Williamson 
Winnebago 
Woodford 





_— 
bt at 9 CO et 
ee 


~ 


on! 


1 
1 
1 
2 
3 
5 
4 
1 


en 
=) 


1 Based on 1950 census, 
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1650 UNEMPLOYMENT PROBLEMS 


TaBLe I.—Quarterly analysis of recipients living outside of Illinois for a year or 
more who were approved for continued assistance during September, October, 
and November, 1959 


A. PRESENT LOCATION AND COUNTY AUTHORIZING ASSISTANCE 


State of present location |Total/Cook} Christian | Crawford | Johnson Saline Vermilion 


Mississippi-- 
Missouri-- 
Oklahoma. 


B. LENGTH OF ABSENCE FROM ILLINOIS RELATED TO HEALTH CONDITIONS OF 
RECIPIENT 


Length of absence (in months) 


Health condition 
Total] 12 to 23 | 24to35 | 36and 


Hypertensive and heart diseases 
Arthritic and rheumatic diseases 
Senility and psychoneurotic disorders 


NoTE.—AIl of the 10 cases were in the old-age assistance program. A total of $300 was expended monthly 
for these cases for an average of $30 per recipient. In addition, capitation for these cases amounted to $273 
monthly. Unable to care for self and inability to travel because of serious illness were reasons given for not 
returning to Illinois. 


ALLOCATION OF STATE FUNDS FOR GENERAL ASSISTANCE 


The December 1959 estimated requirements for general assistance and admin- 
istrative costs as reported by local governmental authorities for those units 
recommended for an allocation of State funds for general assistance are $5,- 
459,650. After including $27,889 representing estimated requirements for general 
assistance for indigent war veterans and their families the estimated require- 
ments for general assistance and administrative costs are $5,487,589. This 
amount is $192,715 or 3.4 percent under the estimated requirements for the 
month of November 1959. After giving consideration to an overallocation of 
$354,752 as of November 30, 1959, the December 1959 estimated requirements for 
general assistance and administrative costs as adjusted by the staff of the 
commission for those units recommended for an allocation of State funds for 
general assistance are $5,132,787. Local funds considered available in units 
recommended for an allocation in the month of December 1959 are $807,419 
which is $1,346 over the figure for the month of November 1959. State funds for 
general assistance recommended for allocation for the month of December 1959 
total $4,325,368, a decrease of $478,451 from the previous month. Data for com- 
parison with the previous months are presented below. 
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The number of units recommended for an allocation of State funds for gen- 
eral assistance for the month of December 1959 is 77, an increase of 2 units 
from the previous month. This net increase is a result of an addition of eight 
units and a subtraction of six units. 


Number of Estimated | Adjustments| Estimated State funds 
units requirements} for previous | requirements} Local re- for general 
for general | months over} for general sources assistance 
assistance | (—) orunder| assistance considered |recommended 
and adminis-| (+) alloca- | and adminis-| available for alloca- 
Eligi-| Receiv- tration cations tration after 
ble ing adjustments 


+675, 483 $4, 790, 646 
—4, 623 4, 228, 783 
+653, 951 5, 465, 797 
+357, 163 5, 808, 553 
+26, 863 1, 197, 052 
+7, 613 5, 106, 768 
+3, 329, 404 8, 616, 342 
14, 499 4, 991, 781 
+200, 883 5, 411, 222 
+342, 203 5, 913, 501 
+27, 130 5, 688, 669 
—70, 362 5, 609, 892 , 
—354, 752 5, 132, 787 807, 419 


a 
= 
Nn 


December 1958_..| 237 


BE 


— OO 


Beeesus 


oma 


ert Oh 
Sao 


September 


November. 
December 


EIEN SN ERR NEN on ee 
1 sa oe C7 oe ote ae ee G9 


In column (e) of the attached exhibit are listed amounts of State funds for 
general assistance totaling $4,325,368 recommended for allocation to 77 local 
governmental units for the month of December 1959. 

PETER W. CAHILL, Executive Secretary. 


Estimated general assistance cases, total estimated amounts required for general 
assistance and administrative costs as adjusted by the staff of the commission, 
local resources considered available, and amounts of State funds for general 
assistance recommended for allocation from funds appropriated for the 1959-61 
biennium by the general assembly to counties and local governmental units 
therein and to counties for veterans’ assistance for the month of December 1959 


Units Estimated 
State funds 
for general 
County, township, General | Requirements Local assistance 

and veterans’ County assist- for general resources recom- 
total Eligible ance assistance | considered | mended for 
cases and admin- | available allocation 

istration 


(a) (b) (ec) (a) (e) 


Total, State 252 45, 035 $5, 132, 787 $807, 419 $4, 325, 368 


Total, veterans’ as- 
2 2 259 23, 768 14, 460 9, 308 
1, 426 245 8, 927 898, 463 755, 157 


Alexander, total 
Bond, total... _....... 
Shoal Creek 


Champaign - - 
Christian. - -- 
Clark 


47557—60—pt. 4-22 
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Estimated general assistance cases, total estimated amounts required for general 
assistance and administrative costs as adjusted by the staff of the commission, 
local resources considered available, and amounts of State funds for general 
assistance recommended for allocation from funds appropriated for the 1959-61 
biennium by the general assembly to counties and local governmental units 
therein and to counties for veterans’ assistance for the month of December 
1959—Continued 


Estimated 
State funds 
for general 
County, township, General | Requirements Local assistance 
and veterans’ County assist- for general resources recom- 
assistance total Eligible ance assistance | considered | mended for 
cases and admin- | available allocation 
istration 


Clinton 
Coles 
Cook, total 
City of Chicago 
Lemont 
Crawford 


Edgar, total__....-..- 
Stratton. _. 

Edwards 

Effingham. __-_------- 

Fayette, total 
Hurricane- 





Barren 
Benton 
Browning 
Cave 
Denning 


tS iace oS ash cmaielincwacaon 
Frankfort _ - 
Goode 
Six Mile 
Tyrone___- 
Fulton 
Gallatin, total 
Bowlesville 2 
ED SE cn citi weewcaanl ons 
Equality 
Gold Hill 
New Haven 
Omaha* 


Greene, total 
Patterson 
Roedhouse 
White Hall 
Grundy 
Hamilton, total 
McLeansboro 
Haneock 
Hardin, total 
Henderson 
Henry 
Troqu”is-_- 
Jackson, total 
Carbendale 
Murphysboro. ___}_....- 
Pomona........-- 
I occ ag oc ce Ec 
Jefferson, total | f 20! 19, 319 3, ¢ 16, 009 
Mount Vernon.._|_.-...__-- . ¢ 18, 019 , 15, 338 
eek ee a 1, 300 iy! 671 
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Estimated general assistance cases, total estimated amounts required for general 
assistance and administrative costs as adjusted by the staff of the commission, 
local resources considered available, and amounts of State funds for general 
assistance recommended for allocation from funds appropriated for the 1959-61 
biennium by the general assembly to counties and local governmental units 
therein and to counties for veterans’ assistance for the month of December 
1959—Continued 


Units Estimated 





State funds 
for general 
County, township, General | Requirements Local assistance 
and veterans’ County assist- for general resources recom- 
assistance total Eligible ance assistance | considered | mended for 
cases and admin- | available allocation 
istration 





Jersey 

Jo Daviess... 
Johnson. - 

| EEL SS dhistestthiietas 
Kankakee, total... --- 7 $5, 601 

Pembroke...-- - - - 2 5, 601 

Kendall 
MOE... <0 








McDonough 
McHenry 
Ee * nae 
Macon, total 49, 680 
Decatur......-.... acacia 49, 680 
Macoupin, total j 4 6, 683 
Dorchester 532 
Gillespie 1, 676 
Mount Olive-_.---} 1, 183 
Virden* 3, 292 
10, 824 
10, 824 
11, 127 
Centralia , 5, 902 
Odin | 

















Massac, CRONE. 6s cccece 
BOOMING occ eccassecse 





Pulaski, total 
Putnam. _- 
Randolph 
er i ” % atatalib iain cupsatr eeduaiesstaialiabbaniaa uaa nem dca andes 
Rock Island, total. -- 9, 648 5 
Veterans assist- 
ance commis- 
9, 648 f 4, 088 
387, 380 26, 361, 314 
9, 875 5, 168 
58, 049 
; 286, 668 
13, 528 2. 09S 11, 429 
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Estimated general assistance cases, total estimated amounts required for general 
assistance and administrative costs as adjusted by the staff of the commission, 
local resources considered available, and amounts of State funds for general 
assistance recommended for allocation from funds appropriated for the 1959-61 
biennium by the general assembly to counties and local governmental units 
therein and to counties for veterans’ assistance for the month of December 
1959—Continued 


Estimated 
State funds 


for general 
County, township, General | Requirements Local assistance 
and veterans’ Receiv- | assist- for general | resources recom- 
assistance Eligible ing ance assistance | considered | mended for 
cases and admin- | available allocation 
istration 


(©) (a) (e) 


$31, 314 $5, 134 

346 293 

4, 587 805 
11; 543 


840 
Harrisburg 9, 853 


Independence... 1, 740 
i §28 





Capi 

Clear Lake......- 

Cooper* 

Springfield 
Schuyler, total 

Rushville 





Georgetown 
Wabash 


Williamson, total---_. 

Winnebago, total. -__- 
Veterans assist- 
ance commis- 








Note.—Asterisk indicates unit not receiving previous month. 


In accordance with the law, estimates of the general assistance necessary to be 
furnished to persons and the expenses for the administration thereof submitted 
in applications for State funds for general assistance by counties in the State of 
Illinois for the month of December 1959 have been reviewed. 
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RECOMMENDATION BY STEPHEN J. GREEN, CHIEF, DIVISION OF PROGRAM REVIEW 


It is recommended that the Commission determine and allocate the amounts 
totaling $4,325,368 from funds apropriated for the 1959-61 biennium by the 
general asembly to the several counties and local governmental units therein and 
to the county for the Veterans’ Assistance Commission therein for the month of 
December 1959 as listed above in column (e) and itemized in supporting exhibits 
for each county. 

Approved: 

Perer W. CauILt, 
Executive Secretary. 


(Exhibit prepared by Joseph L. Daddino, supervisor, allocation section, under 
the direction of Stephen J. Green.) 


Exursit L 
FEDERAL COMMODITY DISTRIBUTION 
During November 1959, 490,723 pounds of Federal commodities, having a retail 


value of $61,105 were distributed to 56,387 persons in 26 counties. The commodi- 
ties distributed and their valuation are shown in the following table: 





Commodity Pounds Valuation 
distributed 


Cornmeal 112, 250 $10, 552 
Dry milk 40, 540 18, 851 
css cdalnenn daw 300, 630 24, 652 

i 37, 303 7,050 


490, 723 61, 105 


This distribution was made to the following groups of assistance recipients 
in the counties listed: 


County ADC OAA SURCO 


Alexander 625 448 

54 101 

234 327 

40 66 

577 618 
Fulton_.-- 115 
Gallatin. 353 
Hardin_ 3 267 
Jackson - é 449 

Jefferson - - ee é 392 669 

67 255 

189 977 

1, 589 f : ‘ 249 

506 288 

189 d 198 

55 85 

151 s 647 

132 177 2 497 

144 89 3 239 

646 431 § 5 902 

84 145 é 320 

215 122 557 

6, 245 , 236 510 

736 536 Q ¢ 1,219 

127 205 202 

608 844 1, 208 


14, 789 8, 458 15, 250 


8 


1,015 
121 
446 

91 

2, 369 
540 
223 
295 

, 128 


— 
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The cost of the program for October 1959 was: 


$12, 507. 24 
. 00 


The estimated cost including work relief labor for November 1959 is $15,600. 

(Presented for the information of the Commission, by Peter W. Cahill, execu- 
tive secretary.) 

(Exhibit prepared by J. R. Hawkins, special assistant, under the direction of 
Peter W. Cahill, executive secretary.) 


Number of recipients and recipient rates, and total and per capita cost of public 
assistance in Illinois, and in 16 southern Illinois counties, by years, 1950-58 


Southern Illinois counties Total State 





Recipients Assistance costs Recipients Assistance costs 
(monthly average) (monthly average) 


| ?ate per Per Rate per Per 
Number 1,000 popu- Total capita! |} Number | 1,000 popu- Total * capita ! 
lation ! lation 1 


37, 468 $12, 437,949 | $35.02 | 316,747 ‘ $131, 259, 536 
31, 018 | 88 11,955, 137 | 33.90 | 274,340 ¢ 127, 950, 086 
28, 420 12,121,739 | 34.56 | 264, 763 Q 139, 433, 030 
26, 454 12, 095, 226 | 34.63 | 249,730 140, 181, 404 
28, 787 | . 12, 879, 805 | 37.18 | 269, 550 q 145, 377, 835 
29, 842 13, 949,946 | 41.03 | 282,630 d 156, 797, 001 
27, 660 2 | 13, 449,650 | 39,93 75, 511 159, 083, 208 

| 

| 





27, 649 14, 353, 840 | 43.18 | 289, 368 30 | 173,046, 814 
29, 537 14, 547,902 | 48.75 | 341,495 35 | 194, 817, 389 


1 The rate per 1,69 population, and te per capita costs of assistance in each year are based on population 
estimates of the Illinois Department of Public Health as of the middle of eacn year. 

2 State totals include amounts by which the commission reimbursed Cook County for care of the medically 
indigent from Chicago and Cicero, but not the number of persons for whom such payments were made. 


Senator Harrxe. Thank you, Mr. Tudor, for a very fine statement. 
Evidently you are very familiar with this problem. Thank you for 
coming today. 

Mr. Tupvor. Thank you for giving me the opportunity. I appreciate 
it. 

Senator Harrxe. Mr. Howard Lewis. Good morning, Mayor. 

Mr. Lewis. Good morning, Senator. 

Senator Harrxe. I am very happy to have you here. Just go ahead 
by yourself. 

Mr. Lewis. Thank you. I shall read this article with you, gentle- 
men. 

(The written statement of Mr. Lewis follows :) 


PREPARED STATEMENT HON. HowArp LEwIs, Mayor, City or BENTON, ILL. 


Senator Hartke, Senator Douglas, members and associates on your committee,. 
ladies and gentlemen, I am Howard Lewis, mayor of the city of Benton, Il. 
Until June 30, 1958, I was of vice president in charge of operations for the Old 
Ben Coal Corp. of Chicago, with local offices in Benton, Ill. On that date I 
voluntarily retired, after more than 50 years of active service in the coal 
industry. 

During that 50 years I have witnessed and participated in the transition of 
the coal industry from the most primitive, hazardous mining conditions to the 
present era which is the most modern, efficient, and safest coal industry in the 
world. 

It has been my privilege and pleasure to witness also the transition in the 
living and working standards of the American coal miner from the most primi- 
tive and degrading conditions to our present standards of life in America. The 
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American coal miners were, until a few years ago, an underprivileged and for- 
gotten member of our society. Little interest was given to his social welfare, 
health, or safety at his work. He subsisted on poor wages, and many, especially 
in the southern coalfields, suffered from malnutrition. His life was dreary and 
he died young. 

Those who have employment in coal mines today have a much safer, sanitary, 
and pleasant environment in which to live and work. They have achieved this 
distinction only by hard work and determined effort. The coal miner has 
suffered greatly in the transition from virtual serfdom in many coal-producing 
States, even to the present day. Because of good leadership, great courage, and 
conviction, he has become a distinguished member of our society and civil life. 

The forces of reaction which have always opposed the coal miner are again 
persecuting the coal industry. The great American coal industry and coal 
miners have suffered injustice and injury to the extent that thosuands of miners 
have lost their employment from hundreds of mines closing within the industry 
due to imports of residual oil from the Far East and Venezuela. At the be- 
binning of oil imports to this country, 64 coal miners permanently lost their em- 
ployment each time a tanker docked on the eastern seaboard. This caused great 
distress and suffering, as now many thousands of coal miners are without em- 
ployment and many thousands are living on greatly restricted working time. 
Thousands of this proud group of intrepid Americans are wandering the high- 
ways and byways of the countryside seeking employment, or they are on public 
aid. I speak for the coal miners of southern Illinois, who, perhaps, have suf- 
fered more from unemployment than other sections of the industry due to for- 
eign oil, high railroad freight rates, and the lower water freight rates enjoyed by 
many coal companies in competition with Franklin County and southern Illinois 
coal. It is not possible for shaft mines, without the advantages of water ship- 
ping and with high railroad rates to compete with stripping operations which 
have low production cost and water freight rates. As a result, most mines have 
closed in southern Illinois. 

In Franklin County there are presently four mines operating and soon two of 
these will close; and the working force of miners will be decreased again by 
approximately 857 men, making a total of 6,800 unemployed miners in Franklin 
County alone. 

During World War II, Franklin County produced in 1 year from 23 mines 
more than 17 million tons of coal with a force of 7,500 employees. During 1958, 
only 1,500 miners were employed in Franklin County producing only 4,660,500 
tons of coal. The impact upon the economy of this area from the great loss of 
income is appalling. There are 4,729 persons on relief in Franklin County—110 
persons per thousand population. The cost of this relief during July 1959 was 
$207,447.68. There are 2,414 persons on general relief, 55 per thousand popula- 
tion, at a cost of $81,734.86 for July 1959—a total cost of $289,182. The grand 
total of 7,148 persons now on relief rolls in this formerly prosperous and inde- 
pendent community is 165 per 1000 population. 


NEED FOR FEDERAL AID FOR ECONOMIC REDEVELOPMENT 


Southern Illinois and Franklin County need attention and help that we may 
restore or improve our fallen economy. We need consideration and interest 
from those who sit high in the councils of our Nation concerning the great 
wrongs imposed upon the coal industry and its manpower, by disinterest, negli- 
gence, or greed—attention to a degree that has been given foreign countries to 
improve their economy and production, and thus compete with American labor 
with their exports. Not money or charity such as has been poured overseas, 
even to our former enemies. We ask for the facilities—namely, water resources 
and the canalization of Big Muddy and Little Beacoup Rivers—which will pro- 
vide water transportation of our coal production and once more permit our coal 
industry to become competitive and restore hope and employment to southern 
Illinois. Water rates would allow our mines to compete with the many strip 
mines that have water transportation and low-cost production. The canaliza- 
tion of these rivers, in my opinion, will restore the coal industry of southern 
Illinois to its former production and employment level. This is my opinion. 
based on 54 years of actual experience in producing coal. 

There is great need for the completion of Rend Lake. This lake would supply 
the water needs for heavy industry in southern Illinois and thus provide employ- 
ment for our people. A $40 million lake is being proposed, and I feel sure will 
be completed, in Carlyle, Ill, which is an agricultural community, and, com- 
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pared with southern Illinois or Franklin County, has no _ industrial 
unemployment. 

These conditions cause distrust and resentment toward those who have the 
power to provide these facilities that we need and demand for our security. We 
do not desire to become a community of mendicants. We desire to work and 
help ourselves. I repeat, it is the duty of those high in the councils of our 
Government to give southern Illinois the same consideration that has been given 
to foreigners, and, in many instances, our former enemies. 

The cost of Rend Lake and the canalization of Big Muddy and Little Beaucoup 
Rivers would be a slight fraction of the cost of foreign oil imposed upon the coal 
industry, our Government, and our people. The dead loss of abandoned mines, 
the loss of wages to employees, the loss of profits to coal corporations, the loss of 
real estate taxes, loss of income taxes with unemployment compensation could 
not be calculated. I feel sure it would amount to many billions of dollars more 
than the cost of these two projects. 

I sincerely recommend to this committee that Rend Lake be constructed and 
that Big Muddy and Little Beaucoup Rivers be canalized. 


Senator Harrxe. Thank you for that fine statement, Mayor. 

Mr. Lewis. Thank you. 

Ladies and gentlemen, it has now reached the hour of 12 :35. 

Mr. Lewis. You have any questions to ask me? 

Senator Harrke. Well, I will make this statement: I have fre- 
quently said being mayor of a city is one of the most difficult chores in 
American public life and I compliment you and any other mayors who 
are here upon accepting this responsibility. Having experienced the 
opportunity of service to a community in that vein, I think it is won- 
— that people of your character would take your time to serve 
that way. 

Mr. faves I am proud to be mayor of Benton. I am proud of a lot 
of things in southern Illinois. We have wonderful representation in 
the congressional Halls of our Nation from southern Illinois. I wish 
we had it in the others as well as we have in southern Illinois. 

Senator Harrse. I would like to have inserted in the record at this 
point the resolution of the Mayors’ Association of Southern Illinois, 
Inc. 


RESOLUTION OF THE Mayors’ ASSOCIATION OF SOUTHERN ILLINOIS, INC. 


Whereas the mayors of southern Illinois are in convention assembled at Mount 
Vernon, Ill., on this 22d day of December 1959, for the purpose of discussing 
problems of mutual interest to the cities and communities which form the south- 
ern Illinois area; and 

Whereas the said mayors are deeply concerned with the economic conditions 
in their various cities and communities and in the southern Illinois area; and 

Whereas it has come to the attention of said mayors that approximately 
30,000 employable persons are now unemployed in the southern Illinois area, 
and that the cost to government by way of unemployment compensation, 
township relief, and other governmental aid amounts to approximately $45 
million per year, this sum for the southern Illinois area alone; and 

Whereas the southern Illinois area is considered an area of chronic unemploy- 
ment by the U.S. Government ; and 

Whereas the southern Illinois area is not in a good competitive position with 
the wealthier cities and communities elsewhere and with better economic condi- 
tions; and 

Whereas inquiries are made from time to time by industrial concerns with 
reference to locating in southern Illinois, and although every effort is exerted by 
local communities and individuals, the lack of financial aid to those concerns 
prevents location in southern Illinois; and 

Whereas the mayors of southern Illinois believe that they have a solution to 
this depressed economic situation, the solution, however, not being one of drastic 
proportions, but a reasonable progressive and economically sound solution to the 
problem ; and 
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Whereas the mayors of southern Illinois believe that if new industry could be 
located in southern Illinois, the economic burden to government would be practi- 
cally eliminated or greatly reduced, in that the aforesaid 30,000 unemployed 
persons would be employed and would, therefore, in fact, contribute to govern- 
ment at all levels by way of taxes, thus creating a new source of governmental 
revenue heretofore not existing : Now, therefore, be it 

Resolved by the Mayors’ Association of Southern Illinois, Inc., in convention 
assembled at Mount Vernon, IIl., this 22d day of December, A.D. 1959, as follows: 

1. That the United States, through its agency or agencies or other appropriate 
means, provide for loans to the extent of 100 percent or insure such loans made 
by private financial institutions to persons or corporations with approved credit 
risks, for the purpose of establishing new industry by way of new construction 
or by way of existing facilities, said loans to be for a duration of at least 20 
years and to bear a reasonable rate of interest. 

2. That the approval of credit risks in this behalf be determined by the U.S. 
Government. 

38. That persons or corporations receiving said loans and responsible for the 
establishment of new industry be allowed to depreciate their real estate invest- 
ment within a period of 5 years. 

4, That private financial institutions may be encouraged to make the afore- 
said loans as may be established and insured by the United States, but that, in 
the alternative, if private capital is not available, provision be made for obtain- 
ing loans directly from the United States. 

5. That industry be otherwise encouraged to establish in the southern Illinois 
area, and that the aforesaid system and plan for making loans be continued 
for so long a time as the various cities and communities in the southern Illinois 
area are considered to be areas of chronic unemployment. 

6. That the secretary is instructed to mail copies of this resolution to Senators 
Eugent McCarthy, Vance Hartke, Senators Douglas and Dirksen of Illinois, and 
Congressmen Gray and Shipley of Illinois. 

Passed by the Mayors’ Association of Southern Illinois, Inc., at Mount Vernon, 
Ill., this 22d day of December, A.D. 1959. 

Approved by the president of the Mayors’ Association of Southern Illinois, 
Inc., and by other mayors whose signatures are hereinbelow subscribed, at 
Mount Vernon, IIl., this 22d day of December, A.D. 1959. 

Approved : 

M. Net. THURMOND, 
President. 
Attest: 
Frep HENDERSON, Secretary. 


The foregoing resolution also approved, individually, by the undersigned 
mayors: 
Otis Lamar, Rosiclare, Ill. 
O. D. Flatt, Buckner, Il. 
Wm. Cunningham, Pinckneyville, Il. 
Curtis Taylor, Mounds, Ill. 
Carl Streuter, Okawville, Ill. 
Harold Stephenson, Sesser, Ill. 
BE. A. Prudent, Zeigler, Ill. 
Walter Shipp, Centralia, Il. 
Russell M. Parkinson, Coulterville, Il. 
R. E. Vermillion, Sparta, Ill. 
Ronald Hampton, Christopher, Ill. 
Virgil T. Baily, Mount Vernon, Ill, 
Detrich Helmers, Chester, Ill. 
Howard Lewis, Benton, Ill. 
K. Neil Thurmond, Johnston City, Ill. 
The foregoing resolution also approved, individually, by the undersigned 
chambers of commerce: 
Goffrey Hughes, Southern Illinois, Inc. 
E. J. Gregory, Benton, Il. 
James Parker, Johnson City, Ill. 
Buford L. Mabery, Sparta, Ill. 
J.R. Miles, Cham. Ind. Comm., Coulterville, Ill. 
H. B. Brayfield, Sesser, Ill. 
M. Huie, Christopher Area Betterment Association, Christopher, III. 
Leo J. McLean, Chester, Ill. 
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Senator Hartke. We are now adjourned for lunch and we will re- 
convene here at 1:30 p.m. Those people who are to be witnesses at 
1:30 please attempt to be here on time. We will proceed as rapidly as 
we can. 

(Whereupon, at 12:40 p.m., the committee adjourned. ) 


AFTERNOON SESSION 


Senator Hartke. Ladies and gentlemen and Senator Douglas, we 
are going to reconvene these hearings on the Special Committee on 
Unemployment Problems. 

I would like to reiterate at this time just part of what I had to say 
this morning concerning my colleague, Senator Paul Douglas. I con- 
sider him one of my closest friends and one of my best teachers, I will 
say, on this particular problem long before I became an actual Member 
of the U.S. Senate, and after I was elected in Indiana, Senator Douglas 
contacted me with reference to some of these particular economic 
problems and I joined with him in endorsing these programs before 
I became a Member of the Senate. So I am one of his students and 
I want people in Illinois to know they should be ever grateful that you 
have such a man in the U.S. Senate looking out for your interests and 
your welfare, as well as the welfare and interest of the United States. 

He is a man whose character is beyond reproach, whose intelligence 
is of the highest, and I think it is a real tribute, not alone to the people 
of that part of the State, but to the State of Illinois to have such an 
outstanding man representing them in the U.S. Senate. 

Senator Douglas, we will be happy to hear your testimony at this 
time. 


STATEMENT OF SENATOR PAUL DOUGLAS 


Senator Doveras. Senator Hartke, first, may I say I appreciate 
those kind words. Even more, I appreciate your readiness to take 
time from an extremely busy schedule to come here to West Frankfort 
and to hold these hearings. And I know that I speak for the people of 
Illinois and the people of southern Tlinois in thanking you. 

I regret that I was not able to be here this morning. I had engaged 
a plane to fly down but there was so much fog over the State that the 
pilot felt it was unsafe to take off, so I came down by train, and that 
is the reason why I am here this afternoon rather than this morning. 


LOCATION AND SEVERITY OF UNEMPLOYMENT IN SOUTHERN ILLINOIS 


I understand that you have a number of witnesses who testified 
this morning about the conditions here and you had some statistics 
presented to you. I placed on the board behind you the figures of the 
percentage of unemployment as collected by the U.S. Department of 
Labor, so that this is an impeccable source. They started collecting 
figures for most of the areas in southern Illinois in 1955, and since then 
they have collected them semiannually, and the record is there on 
the board. 

Let’s take this area where these hearings are now being held, the 
Herrin-Murphysboro-West Frankfort area. This shows an unem- 
ployment ratio of 21.8 percent in February 1955; 17.7 percent in 
August of 1955; 16.9 percent in February 1956; 14.6 percent in Sep- 
tember of 1956; 17.1 percent in February of 1957; 13.1 percent in 
November 1957; 21.7 percent in February of 1958; 16.7 percent in 





UNEMPLOYMENT PROBLEMS 1661 


November of 1958; 22.4 percent last February, and 12.3 percent as of 
this August. You will notice, therefore, that during the winter months 
the percentage of unemployment in this locality has been around 22 
ens There has been some decline in the summertime but it has 
een extremely high even in the summertime. 

If you take the district to the south and to some degree to the 
east of us, the Harrisburg district there, we have had unemployment 
percentages ranging from 12 to 20 percent with some fortunate decline 
this last September to 10 percent. 

If you take the area to the north of us, the Mount Vernon area, there 
have been percentages ranging from 6 to 10 to 15, with a figure as of 
April of 9.9 and this October of 7.5. 

And then further to the east, the Mount Carmel-Olney area, the 
percentages range between 6 and 10. 

And then up north in a former coal-mining area, percentages which 
in the past have been over 10 percent but where fortunately there 
has been an improvement in recent months. 

Now I know that there have been some people unfortunately, some 
even in this general region, who have denied the existence of unem- 
ployment. But these are official statistics collected by the U.S. De- 
partment of Labor, not by any political party, not by any person who 
has an ax to grind. They are as pure and as accurate as we are likely 
to get, and they show, as we would expect that in the heart of the 
coal-mining area, we have an extremely high ratio of unemployment 
which runs two to three and at times four times the national average. 
It has been persistent and it has been high and I cannot understand 
the people who say that there is no problem down here and that we 
should do nothing about it. 


INADEQUATE LABOR FORCE SURVEY AND REPORTING BY U.S. DEPARTMENT 
OF LABOR 


I think I should add that in the extreme southern tip of the State, 
we have Alexander and Pulaski Counties, the region in and around 
Cairo, and from time to time I am asked, “Well, why don’t you have 
the figures for this region?” The answer is that no statistics are 
collected for this region. They are outside the Herrin-Murphysboro- 
West Frankfort area and the Harrisburg area includes Carmi and 
Rosiclaire, the center of the fluorspar industry, but it does not go 
South to Pulaski and Alexander. But I know the statistics in those 
counties quite intimately and I can say that the percentage of unem- 
ployment is high. Cairo has been losing population with the decline 
in river traffic and economic conditions there are very serious indeed. 


COST OF UNEMPLOYMENT 


Now, I do not think I need speak about the community and human 
losses which comes from a high percentage of unemployment. I 
imagine testimony was given to you this morning about the ratio of 
the numbers on relief, public assistance, and public aid costs. They 
are extremely high. Unemployment compensation benefits run out. 
And I would like to point out that the national figures which were 
released last week indicate nearly 800,000 in the country who 
have been unemployed for over 15 weeks, and nearly 430,000 who have 
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been unemployed for over 27 weeks. So this is not a case of people 
being unemployed for a brief period of time and coming back again. 
It is particularly in regions like this where the coal-mining industry 
has declined, an area where people are unemployed for long periods 
of time, and exhaust their claim for unemployment benefits, fall back 
on relief, community institutions suffer, public services deteriorate, 
and high level unemployment is prolonged for 3, 4, 5 or as much as 
10 years, which has been true in this area. The areas become less and 
less able by their own initiative alone to attract new industry. They 
are forgotten islands in the sea of national prosperity. 

I do not think we can tolerate a failure to use to the full our human 
and material resources, and this is especially true in a period when 
enemies of freedom are challenging us, in a race of production, educa- 
tion, scientific advance, and trade, as they strike by every means for 
world domination. 

Your committee can do a great deal of work by outlining positive 
steps to deal with the problem and especially with the acute situations 
in the areas of chronic and high unemployment. 

Now I know that there are people around Marion, Ill., who are 
saying that no assistance is needed for this area. I would like to 
point out that the employment situation in Herrin itself and in Marion 
is probably the most favorable of any portion of this area, but the 
situation is favorable in a large part Lcenans of previous activity by 
the Government. 

For instance, Congressman Kent Keller was able many years ago 
to get Crab Orchard Lake constructed, over local opposition, I may 
say. It was called Keller’s Mudhole, Keller’s Folly, but he was able 
to beg around from one agency to another and get the lake con- 
structed, and since then two further lakes have been constructed and 
then during the war a large ordnance plant was constructed which was 
vacated a short time after the war. The presence of the lakes created 
water which has helped, both directly and indirectly, to attract new 
industry, and the buildings formerly used for the ordnance plant have 
housed new industry employing, I believe, somewhere between 1,400 
and 1,600 workers. 

Congressman Gray. It is up to 2,700 now. 

Senator Dovetas. That’s even more than I thought. 

So I would like to point out that Herrin and Marion have pros- 
pered because, largely, the Government has already done for them 
what you and I, Senator, are trying to have the Government do for 
other communities, including West Frankfort; namely, to help pro- 
vide industrial facilities in the form of industrial water and industrial 
parks to house industry. It seems extraordinary that a community 
which has been kept on its feet largely by such methods as these should 
deny the need and similar aid to other communities which do not 
have this assistance. 

Now, Mr. Chairman, if you will permit me, I would like to speak 
about this bill which we have very much on our hands, of which you 
were a cosponsor; namely, the area redevelopment bill (S. 722). I 
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ask that the area redevelopment bill (S. 722) be printed in the record, 
together with an analysis of the bill, to follow my remarks. 

Senator Harrke. This will be done. 

(The written statement of Senator Douglas follows :) 


PREPARED STATEMENT OF SENATOR PauL DovuGLas or ILLINOIS 
DISCUSSION OF AREA REDEVELOPMENT BILL (S. 722 


More than 4 years ago, growing out of my concern for the hard core of 
unemployment right here in southern Illinois, I introduced legislation that would 
have helped to reduce, and possibly to solve, the problems of these areas. After 
prolonged and exhaustive hearings and debates, the Senate first passed the bill in 
1956. Then in 1958, after further study and debate, Congress finally passed 
an area redevelopment bill. But the President, unfortunately, saw fit to veto this 
measure, despite his repeated requests to Congress for some such legislation. 

There is no point now to examine the untenable arguments which the President 
used in vetoing the area redevelopment bill. Happily, the Senate again approved 
a similar bill several months ago, and I fervently pray that the House—whose 
Banking Committee has acted favorably on it—will follow the Senate’s action. 
Our chances of favorable action in Congress, despite stubborn administration 
obstruction, are good. Speaking to you at this season of the year, I can only 
hope that the President will demonstrate the same compassion for the needs of 
hundreds of thousands of American families which he has so eloquently expressed 
for the hungry and destitute of other lands, and that he will not veto that bill 
again. 

Let me explain briefly what the bill, S. 722, will do. 

We know one of the basic problems of economically depressed areas is that of 
securing adequate credit. Communities which have suffered for a long time 
from excessive unemployment find that the conventional lending institutions in 
these areas grow even more conservative and dry up any sources for venture 
capital. We have, therefore, proposed that the Federal Government establish a 
revolving fund of $100 million from which businesses, locating in communities 
where chronic unemployment has prevailed, could borrow funds at reasonable 
rates of interest. A similar fund would also be made available for low-income 
agricultural areas. 

This would help bring jobs to the areas where additional employment is most 
necessary. It is unrealistic to expect that people who have their roots in these 
communities, including their homes, should all move to other areas. Many try 
it, but most cannot. At best, such migration involves heavy economic losses, 
as well as the uprooting of families. The public facilities in these communities 
become underutilized, while the migrants to the new areas add to the burdens 
of the cities to which they move. 

It is just plain commonsense and sound economics that it is more desirable 
to bring jobs to the communities rather than to force people to move to new 
areas to seek employment. 

Of course, in some cases it may be necessary for chronically depressed areas 
to improve their facilities to make them more attractive to industry. The bill 
which the Senate approved would also provide for a revolving fund of $100 
million from which the communities could borrow to improve their public 
facilities—water systems, industrial parks, access roads, ete. The proposed Rend 
Lake in this very locality is what is needed and could be provided. In extreme 
eases of need, grants would be made to these communities for such facilities. 

I would like to stress that the program is based essentially upon loans and the 
irresponsible charges that the area redevelopment bill would cost the taxpayers 
hundreds of millions of dollars are just unfounded. The experience of the 
Federal Government with other carefully developed loan programs indicates 
that most all of these loans are repaid, and the rehabilitation of low-income 
communities would increase and broaden the tax base of all levels of government. 
These communities will then be in a position to contribute their fair tax share, 
instead of being a burden upon others. 
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In addition to the loan program, the Senate area redevelopment bill would also 
provide technical assistance to communities to survey their economic and human 
potential and to help new businesses to find the most suitable communities for 
their needs. The bill would also provide for retraining of persons whose skills 
have become obsolete. In some cases persons who undergo retraining would be- 
come eligible to receive subsistence payments during the period while they are 
undergoing training, but not for longer than 16 weeks. The maximum annual 
expenditure for subsistence payments is limited to a modest $10 million a year. 

Again, I believe that this is a worthwhile investment. It is an investment in 
rehabilitation of human resources which is justified on the basis of compassion 
for the needs of persons, but it is also a sound economic investment. 

Of special interest to the people of Rosiclare, where the fluorspar mines have 
felt the impact of foreign imports, is the provision of the bill in section 5(a) that 
where an industry is adversely affected by low trade barriers, it shall receive 
consideration for designation as an industrial redevelopment area. 

Now, Mr. Chairman, I believe if this program can be enacted into law it would 
go a long way toward helping communities like West Frankfort and the other 
areas in many parts of the country which have suffered from excessive unem- 
ployment over the years. It will also help the economy to expand and to grow 
stronger. I hope your committee will make a strong recommendation to this 
effect in the next session of Congress and that you will weigh carefully the 
evidence and recommendations of my friends from southern Illinois. 

Senator Doverias. That completes my formal statement. I have 
other material that I will submit but that’s enough for the moment, 
Mr. Chairman. Thank you very much. 

Senator Harrke. We welcome whatever other material you care to 
submit, and the record will be kept open for that purpose. 

I would like to point out something brought out this morning; in 
relation to the revolving fund, you speak of a hundred million in the 
bill. The annual cost in public assistance to the State of Illinois 
alone is almost twice that. 

Senator Doveras. Let me say, of course we do not expect and we 
should not claim that passage of this bill will completely solve the 
problem, but I do believe that it would make a good beginning and 
help to reduce the problem. 

Senator Hartke. That’s the point. But the thing about it is we are 
spending the money for one thing, namely, trying to keep these people. 
That’s the thing. 

Senator Doveras. Yes. It seems to me that a thousand dollars to 
put a man back to work would be far more effective than the cost of 
relief of several thousand dollars over a period of time in which men 
deteriorate and the time is lost, work is lost, and production is lost. 

Senator Harrke. Also on the bill—I am glad you emphasized the 
loan provisions. This is not an attempt to be a something-for-nothing 
type of proposition. 

_ Senator Doveras. That’s right. It isn’t only a loan but the locali- 
ties and private industry, banks, outside capital, and so forth, are 
expected to pick up at least 35 percent of the check for fixed capital 
and probably more, and bear the entire burden for working capital, 
the purchase of materials, and the meeting of payrolls. I would like 
to include the text and analysis of the area redevelopment bill (S. 722) 
at this point: 
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86TH CONGRESS 
1st Session 


S. 722 


IN THE SENATE OF THE UNITED STATES 


JANUARY 27, 1959 


Mr. Dovetas (for himself, Mr. Cooper, Mr. CLakK, Mr. BEALL, Mr. JACKSON, 
Mr. ENGLE, Mr. GREEN, Mr. HUMPHREY, Mr. NEUBERGER, Mr. LANGER, Mr. Hart, 
Mr. KENNEDY, Mr. SyMineton, Mr. ANDERSON, Mr. PASTORE, Mr. BARTLETT, 
Mr. CuurcH, Mr. Javrrs, Mr. CHAVEz, Mr. McGer, Mr. Case of New Jersey, 
Mr. McCartHy, Mr. MANSFIELD, Mr. Morse, Mr. GRUENING, Mr. RANDOLPH, 
Mr. Byrp of West Virginia, Mr. HENNINGs, Mr. Dopp, Mr. YarsoroueuH, Mr. 
Monroney, Mr. Murray, Mr. Maenuson, Mr. HartKe, Mr. CARROLL, Mr. 
KEFAUVER, Mr. Youne of Ohio, Mr. McNaMaARA, and Mr. MUSKIE) introduced 
the following bill; which was read twice and referred to the Committee on 
Banking and Currency 

MakcH __, 1959 


Reported by Mr. Dovue.as, with amendments 
[Omit the part struck through and insert the part printed in italic] 


A BILL 


To establish an effective program to alleviate conditions of substantial and 
persistent unemployment and underemployment in certain economically de- 
pressed areas. 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Area 
Redevelopment Act”. 

DECLARATION OF PURPOSE 


Sec. 2 The Congress declares that the maintenance of the national economy 
at a high level is vital to the best interests of the United States, but that some 
of our communities are suffering substantial and persistent unemployment and 
underemployment; that such unemployment and underemployment cause hard- 
ship to many individuals and their families and detract from the national welfare 
by wasting vital human resources; that to overcome this problem the Federal 
Government, in cooperation with the States, should help areas of substantial and 
persistent unemployment and underemployment to take effective steps in planning 
and financing the economic redevelopment; that Federal assistance to com- 
munities, industries, enterprises, and individuals in areas needing redevelopment 
should enable such areas to achieve lasting improvement and enhance the do- 
mestic prosperity by the establishment of stable and diversified local economies : 
and that under the provisions of this Act new employment opportunities should 
be created by developing and expanding new and existing facilities and resources 
without substantially reducing employment in other areas of the United States. 


AREA REDEVELOPMENT ADMINISTRATION 


Sec. 3. In order to carry out the purposes of this Act, there is hereby established, 
within the executive branch of the Government, an Area Redevelopment Admin- 
istration. Such Administration shall be under the direction and control of an 
Administrator (hereinafter referred to as the “Administrator’’) who shall be 
appointed by the President, by and with the advice and consent of the Senate, 
and shall be compensated at the rate of $20,000 per annum. 


ADVISORY BOARD 


Sec. 4. (a) To advise the Administrator in the performance of functions 
authorized by this Act, there is authorized to be created an Area Redevelop- 
ment Advisory Board (hereinafter referred to as the “Board’’), which will con- 
sist of the following members, all ex officio: the Administrator as Chairman: 
the Secretaries of Agriculture; Commerce; Defense; Health, Education, and 
Welfare; Interior; Labor; and Treasury; the Administrators of the General 
Services Administration; Housing and Home Finance Agency; and Small Busi- 
ness Administration ; and the Director of the Office of Defense Mobilization. 
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The Chairman may from time to time invite the participation of officials of 
other agencies of the executive branch interested in the functions herein author- 
ized. Each member of the Board may designate an officer of his agency to act 
for him as a member of the Board with respect to any matter there considered. 

(b) The Administrator shall appoint a National Public Advisory Committee 
on Area Redevelopment which shall consist of twenty-five members and shall be 
composed of representatives of labor, management, agriculture, and the public 
in general. From the members appointed to such Committee the Administrator 
shall designate a Chairman. Such Committee, or any duly established subcom- 
mittee thereof, shall from time to time make recommendations to the Adminis- 
trator relative to the carrying out of his duties under this Act. Such Committee 
shall hold not less than two meetings during each calendar year. 

(c) The Administrator is authorized from time to time to call together and 
confer with representatives of the various parties in interest from any industry, 
including agriculture, which has been a primary source of high levels of unem- 
ployment or underemployment in the several areas designated by the Adminis- 
trator as redevelopment areas. The Administrator may also call upon repre- 
sentatives of interested governmental departments and agencies, together with 
representatives of transportation and other industries, to participate in any 
conference convened under authority of this subsection whenever he determines 
that such participation would contribute to a solution of the problems creating 
such unemployment or underemployment. The representatives at any such 
conference shall consider with and may recommend to the Administrator plans 
and programs to further the objectives of this Act with special reference to the 
industry with respect to which the conference was convened, 


REDEVELOPMENT AREAS 


Sec. 5. (a) The Administrator shall designate as “industrial redevelopment 
areas” those industrial areas within the United States in which he determines 
that there has existed substantial and persistent unemployment for an extended 
period of time. [There shall be included among the areas so designated any 
industrial area in which there has existed unemployment of not less than (1) 
12 per centum of the labor force during the twelve-month period immediately 
preceding the date on which an application for assistance is made under this 
Act, (2) 9 per centum of the labor force during at least fifteen months of the 
eighteen-month period immediately preceding such date, or (3) 6 per centum 
of the labor force during at least eighteen months of the twenty-four-month 
period immediately preéeding such date. Any industrial area in which there has 
existed unemployment of not less than 15 per centum of the labor force during 
the six-month period immediately preceding the date on which application for 
assistance is made under this Act may be designated as an industrial redevelop- 
ment area if the Administrator determines that the principal causes of such 
unemployment are not temporary in nature.] There shall be included among 
the areas so designated any industrial area— 

(1) where the rate of unemployment, excluding unemployment due pri- 
marily to temporary or seasonal factors, is currently 6 per centum or more 
and has averaged at least 6 per centum for the qualifying time periods 
specified in subparagraph (2) below; and 

(2) where the annual average rate of unemployment has been at least— 

(A) 50 per centum above the national average for three of the pre- 
ceding four calendar years, or 
(B) 75 per centum above the national average for two of the pre- 
ceding three calendar years, or 
(C) 100 per centum above the national average for one of the pre- 
ceding two years. 
Any industrial area in which a substantial part of the employment is or most 
recently was in an industry adversely affected by the reduction of trade barriers 
under the Trade Agreements Extension Act, of 1951, as amended, with respect 
to which the President has made a finding reported to the Administrator under 
subsection (f) of this section, and meeting the standards of unemployment set 
forth in this section shall be entitled on application to a priority of consideration 
by the Administrator for designation as an industrial redevelopment area. 

(b) The Administrator shall also designate as “rural redevelopment areas” 
those rural areas within the United States [in which he determines that there 
exist the largest number and percentage of low-income families, and] which 
he determines are among the highest in numbers and percentages of low-income 
Jamilies, and in which there ewists a condition of substantial and persistent 
unemployment or underemployment. In making the designations under this 
subsection, the Administrator shall consider, among other relevant factors, the 
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number of low-income farm families in the various rural areas of the United 
States, the proportion that such low-income families are to the total farm fam- 
ilies of each of such areas, the relationship of the income levels of the families 
in each such area to the general levels of income in the United States, the 
current and prospective employment opportunities in each such area, [and] the 
availability of manpower in each such area for supplemental employment, and 
the proportion of the population of the area which has been receiving public 
assistance from the State or States in which such area is located or from any 
municipality therein. 

(c) In making the determinations provided for in this section, the Admin- 
istrator shall be guided, but not conclusively governed, by pertinent studies 
made, and information and data collected or compiled, by (1) departments, 
agencies, and instrumentalities of the Federal Government, (2) State and local 
governments, (3) universities and land-grant colleges, and (4) private 
organizations. 

(d) Upon the request of the Administrator, the Secretary of Labor, the 
Secretary of Agriculture, and the Secretary of Commerce are respectively au- 
thorized to conduct such special studies, obtain such information, and compile 
and furnish to the Administrator such data as the Administrator may deem 
necessary or proper to enable him to make the determinations provided for in 
this section. The Administrator shall reimburse, out of any funds appropriated 
to carry out the purposes of this Act, the foregoing officers for any expenditures 
incurred by them under this section. 

(e) As used in this Act, the term “redevelopment area” refers to any area 
within the United States which has been designated by the Administrator as an 
industrial redevelopment area or a rural redevelopment area, and may include 
one or more counties, or one or more municipalities, or a part of a county or 
municipality. 

(f) In any case in which the President is required, (1) under the provisions 
of subsection 4(a) of the Trade Agreement Extension Act to transmit a message 
to the Congress identifying an article with respect to which a trade agreement 
has caused or threatened to cause serious injury to a domestic industry, or (2) 
under the provisions of subsection 7(c) of such Act to submit a report to the 
Committee on Ways and Means of the House of Representatives and the Com- 
mittee on Finance of the Senate stating why he has not made such adjustments 
in the rates of duties, imposed such quotas, or made such other modifications, 
as are found and reported by the United States Tariff Commission to be neces- 
sary to prevent or remedy serious injury to a domestic industry, he shall 
notify the Administrator and shall send him a copy of such message or report. 


LOANS AND PARTICIPATIONS 


Sec. 6. (a) The Administrator is authorized to purchase evidences of indebted- 
ness and to make loans (including immediate participations therein) to aid in 
financing any project within a redevelopment area for the purchase or develop- 
ment of land and facilities (including machinery and equipment) for industrial 
usage, for the construction of new factory buildings, for rehabilitation of 
abandoned or unoccupied factory buildings, or for the alteration, conversion, 
or enlargement of any existing buildings for industrial use. Such financial 
assistance shall not be extended for working capital, or to assist establishments 
relocating from one area to another when such assistance will result in sub- 
stantial deteriment to the area of or‘ginal location by increasing unemployment. 

(b) Financial assistance under this section shall be on such terms and condi- 
tions as the Administrator determines, subject, however, to the following restric- 
tions and limitations: 

(1) The total amount of loans and loan participations (including purchased 
evidences of indebtedness) outstanding at any one time under this section (A) 
with respect to projects in industrial redevelopment areas shall not exceed 
$100,000,000, and (B) with respect to projects in rural redevelopment areas shall 
not exceed $100,000,000 ; 

(2) Except as provided in subsection (c), such assistance shall be extended 
only to applicants, both private and public (including Indian tribes), which have 
been approved for such assistance by an agency or instrumentality of the State 
or political subdivision thereof in which the project to be financed is located, 
and which agency or instrumentality is directly concerned with problems of 
economic development in such State or subdivision ; 

(3) The project for which financial assistance is sought is reasonably calcu- 
lated to provide more than a temporary alleviation of unemployment or under- 
employment within the redevelopment area wherein it is, or will be, located ; 
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(4) No such assistance shall be extended hereunder unless the financial 
assistance applied for is not otherwise available from private lenders or other 
Federal agencies on reasonable terms; 

(5) No loans shall be made unless it is determined that an immediate partici- 
pation is not available; 

(6) No evidences of indebtedness shall be purchased and no loans shall be 
made unless it is determined that there is a reasonable assurance of repayment : 

(7) Subject to section 12 (5) of this Act, no loan, including renewals or 
extension thereof, may be made hereunder for a period exceeding thirty years 
and no evidences of indebtedness maturing more than thirty years from date 
of purchase may be purchased hereunder: Provided, That the foregoing restric- 
tions on maturities shall not apply to securities or obligations received by the 
Administrator as a claimant in bankruptcy or equitable reorganization or as a 
creditor in other proceedings attendant upon insolvency of the obligor, or if 
extension or renewal for additional periods, not to exceed, however, a total 
of ten years, will aid in the orderly liquidation of such loan or of such evidence 
of indebtedness ; 

(8) Such loans shall bear interest at a rate equal to the rate of interest paid 
by the Administrator on funds obtained from the Secretary of the Treasury as 
provided in section 9 of this Act, plus one-half of 1 per centum per annum: 
Provided, That an amount equal to one-fourth of 1 per centum per annum of the 
outstanding principal amount of any loan made under this section shall be 
allocated from the payments received by the Administrator in the form of 
interest on such loan to a sinking fund to cover losses on loans under this 
section ; 

(9) Such assistance shall not exceed 65 per centum of the aggregate cost to 
the applicant (excluding all other Federal aid in connection with the under- 
taking) of acquiring or developing land and facilities (including machinery and 
equipment), and of constructing, altering, converting, rehabilitating, or enlarg- 
ing the building or buildings of the particular project and shall, among others, 
be on the following conditions : 

(A) That other funds are available in an amount which, together with the 
assistance provided hereunder, shall be sufficient to pay such aggregate cost: 

(B) That not less than 10 per centum of such aggregate cost be supplied 
by the State or any agency, instrumentality, or political subdivision thereof, or 
by a community or area organization which is nongovernmental in character, 
as equity capital or asa loan; 

(C) That in extending financial assistance under this section with respect 
to an industrial or rural redevelopment area, the Administrator shall require 
that not less than 5 per centum of the aggregate cost of the project for which 
such loan is made shall be supplied by nongovernmental sources ; 

(D) That any Federal financial assistance extended under this section in 
connection with a particular project shall be repayable only after other loans 
made in connection with such project and in accordance with this section have 
been repaid in full. If any Federal financial assistance extended under this 
section is secured, its security shall be subordinate and inferior to the lien 
or liens securing other loans made in connection with the same project. 

(10) No such assistance shall be extended unless there shall be submitted to 
and approved by the Administrator an overall program for the economic de- 
velopment of the area and a finding by the State, or any agency, instrumental- 
ity, or local political subdivision thereof, that the project for which financial 
assistance is sought is consistent with such program: Provided, That nothing 
in this Act shall authorize financial assistance for any project prohibited by 
laws of the State or local political subdivision in which the project would be 
located. 

(c) If there is no agency or instrumentality in any State, or political sub- 
division thereof, qualified to approve applicants for assistance under this sec- 
tion as provided in paragraph (2) of subsection (b), the Administrator shall. 
upon determining that any area in such State is a redevelopment area, appoint 
a local redevelopment committee (hereinafter referred to as a “local com- 
mittee”) to be composed of not less than seven residents of such area who, 
as nearly as possible, are representative of labor, commercial, industrial, and 
agricultural groups, and of the residents generally of such area. In appoint- 
ing any such local committee, the Administrator may include therein members 
of any existing local redevelopment committees. Financial assistance under 
this section in connection with projects located in a redevelopment area, for 
which a local committee has been appointed under this section, shall be ex- 
tended only to applicants, both private and public (including Indian tribes). 
which have been approved by such local committee. 
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(d) Of the funds authorized to be raised under section 9 of this Act, not 
more than $100,000,000 shaH be deposited in a revolving fund which shall be 
used for the purpose of making loans under this section with respect to proj- 
ects in industrial redevelopment areas, and not more than $100,000,000 shall 
be deposited in a revolving fund which shall be used for the purpose of mak- 
ing loans under this section with respect to projects in rural redevelopment 
areas, 

LOANS FOR PUBLIC FACILITIES 


Sec. 7. (a) Upon the application of any State, or political subdivision thereof, 
Indian tribe, or private or public organization or association representing any 
redevelopment area or part thereof, the Administrator is authorized to make 
loans to assist in financing the purchase or development of land for public 
facility usage, and the construction, rehabilitation, alteration, expansion, or im- 
provement of public facilities within any redevelopment area, if he finds that— 

(1) the project for which financial assistance is sought will provide more 
than a temporary alleviation of unemployment or underemployment in the 
redevelopment area wherein such project is, or will be, located, and will 
tend to improve the opportunities in such area for the successful establish- 
ment or expansion of industrial or commercia! plants or facilities ; 

(2) the funds requested for such project are not otherwise available on 
reasonable terms ; 

(3) the amount of the loan plus the amount of other available funds for 
such propjects are adequate to insure the completion thereof; and 

(4) there is a reasonable expectation of repayment. 

(b) No loan under this section shall be for an amount in excess of 65 per 
centum of the aggregate cost of the project for which such loan is made. Subject 
to section 12(5), the maturity date of any such loan shall) be not later than forty 
years after the date such loan is made. Any such lean shall bear interest at a 
rate equal to the rate of interest paid by the Administrator on funds obtained 
from the Secretary of the Treasury as provided in section 9 of this Act, plus 
one-quarter of 1 per centum per annum. 

(c) In making any loan under this section, the Administrator shall require 
that not less than 10 per centum of the aggregate cost of the project for which 
such loan is made shall be supplied by the State (including any political sub- 
division thereof) within which such project is to be located as equity capital, 
or as a loan. In determining the amount of participation required under this 
subsection with respect to any particular project, the Administrator shall give 
consideration to the financial condition of the State or local government, and to 
the per capita income of the residents of the redevelopment area, within which 
such project is to be located. 

(d) Any loan made under this section in connection with a particular project 
shall be repayable only after other loans made in connection with such project 
and in accordance with this section have been repaid in full. If any loan made 
under this section is secured, its security shall be subordinate and inferior to the 
lien or liens securing other loans made in connection with the same project. 

(e) No financial assistance shall be extended under this section with respect 
to any public facility which would compete with an existing privately owned 
publie utility rendering a service to the public at rates or charges subject to regu- 
lation by a State regulatory body, unless the State regulatory body determines 
that in the area to be served by the public facility for which the financial assist- 
ance is to be extended there is a need for an increase in such service (taking into 
consideration reasonably foreseeable future needs) which the existing public 
utility is not able to meet through its eristing facilities or through an expansion 
which it is prepared to undertake. 

[Le] (f) Of the funds authorized to be raised under section 9 of this Act, not 
more than $100,000,000 shall be deposited in a revolving fund which shall be 
used for the purpose of making loans under this section. 


GRANTS FOR PUBLIC FACILITIES 


Sec. 8. (a) The Administrator may conduct studies of needs in the various 
redevelopment areas throughout the United States for, and the probable cost of, 
land acquisition or development for public facility usage, and the construction, 
rehabilitation, alteration, expansion, or improvement of useful public facilities 
within such areas, and may receive proposals from any State, or political sub- 
division thereof, Indian tribe, or private or public organization or association 
representing any redevelopment area, or part thereof, relating to land acquisition 
or development for public facility usage, and the construction, rehabilitation, 
alteration, expansion, or improvement of public facilities within any such area. 
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Any such proposal shall contain plans showing the project proposed to be under- 
taken, the cost thereof, and the contributions proposed to be made to such cost 
by the entity making the proposal. The Administrator, in consultation with 
such entity, is authorized to modify all or any part of such proposal. 

(b) The Administrator, pursuant to a proposal received by him under this 
section, may make grants to any State, or political subdivision thereof, Indian 
tribe, or private or public organization or association representing any rede- 
velopment area, or part thereof, for land acquisition or development for public 
facility usage, and the construction, rehabilitation, alteration, expansion, or 
improvement of public facilities within a redevelopment area, if he finds that— 

(1) the project for which financial assistance is sought will provide 
more than a temporary alleviation of unemployment or underemployment 
in the redevelopment area wherein such project is, or will be, located, and 
will tend to improve the opportunities in such area for the successful 
establishment or expansion of industrial or commercial plants or facilities ; 

(2) the entity requesting the grant proposes to contribute to the cost 
of the project for which such grant is requested in proportion to its ability 
so to contribute; and 

(3) the project for which a grant is requested will fulfill a pressing 
need of the area, or part thereof, in which it is, or will be, located, and 
there is little probability that such project can be undertaken without the 
assistance of a grant under this section. 

The amount of any grant under this section for any such project shall not exceed 
the difference between the funds which can be practicably obtained from other 
sources (incluting a loan under section 7 of this Act) for such project, and the 
amount which is necessary to insure the completion thereof. 

(ec) The Administrator shall by regulation provide for the supervision of 
earrying out of projects with respect to which grants are made under this 
section so as to insure that Federal funds are not wasted or dissipated. 

(d) No financial assistance shall be extended under this section with respect 
to any public facility which would compete with an existing privately owned 
public utility rendering a service to the public at rates or charges subject to regu- 
lation by a State regulatory body, unless the State regulatory body determines 
that in the area to be served by the public facility or which the financial assist- 
ance is to be extended there is a need for an increase in such service (taking into 
consideration reasonably foreseeable future needs) which the existing public 
utility is not able to meet through its existing facilities or through an expansion 
which it is prepared to undertake. 

[(d)] (e) There is hereby authorized to be appropriated not to exceed $75,000,- 
000 for the purpose of making grants under this section. 


FUNDS FOR LOANS 


Sec. 9. To obtain funds for loans under this Act, the Administrator may, 
with the approval of the President, issue and have outstanding at any one time 
notes and obligations for purchase by the Secretary of the Treasury in an amount 
not to exceed $300,000,000. Such notes or other obligations shall be in such forms 
and denominations, have such maturities, and be subject to such terms and con- 
ditions as may be prescribed by the Administrator with the approval of the 
Secretary of the Treasury, and shall bear interest at a rate determined by the 
Secretary of the Treasury, but such rate shall not be greater than the current 
average yields on outstanding marketable obligations of the United States of 
comparable maturities as of the last day of the month preceding the issuance 
of such notes or other obligations. The Secretary of the Treasury is authorized 
and directed to purchase any notes and other obligations issued under this sec- 
tion and for such purpose is authorized to use as a public debt transaction the 
proceeds from the sale of any securities issued under the Second Liberty Bond 
Act, as amended, and the purposes for which securities may be issued under 
such Act are extended to include any purchases of such notes and other obli- 
gations. The Secretary of the Treasury may at any time sell any of the notes 
or other obligations acquired by him under this section. All redemptions, pur- 
chases, and sales by the Secretary of the Treasury of such notes or other obli- 
— shall be treated in every respect as public debt transactions of the United 

ates. 

INFORMATION 


Sec. 10. The Administrator shall aid redevelopment areas by furnishing to 
interested individuals, communities, industries, and enterprises within such areas 
any assistance, technical information, market research, or other forms of assist- 
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ance, information, or advice which are obtainable from the various departments, 
agencies, and insttumentalities of the Federal Government and which would be 
useful in alleviating conditions of excessive unemployment or underemployment 
within such areas. The Administrator shall furnish the procurement divisions 
of the various departments, agencies, and other instrumentalities of the Federal 
Government with a list containing the names and addresses of business firms 
which are located in redevelopment areas and which are desirous of obtaining 
Government contracts for the furnishing of supplies or services, and designating 
the supplies and services such firms are engaged in providing. 


TECHNICAL ASSISTANCE 


Sec. 11. In carrying out his duties under this Act, the Administrator is au- 
thorized to provide technical assistance to areas which he has designated as re- 
development areas under this Act. Such assistance shall include studies evalu- 
ating the needs of, and developing potentialities for, economic growth of such 
areas. Such assistance may be provided by the Administrator through members 
of his staff or throngh the employment of private individuals, partnerships, firms, 
corporations, or suitable institutions, under contracts enteved into for such pur- 
pose. Appropriations are hereby authorized for the purposes of this section in 
an amount not to exceed $4,500,000 annually. 


POWERS OF ADMINISTRATOR 


Sec. 12. In performing his duties under this Act, the Administrator is au- 
thorized to— 

(1) adopt, alter, and use a seal, which shall be judicially noticed; and 
subject to the civil service and classification laws, select, employ, appoint, 
and fix the compensation of such officers, employees, attorneys, and agents 
as shall be necessary to carry out the provisions of this Act, and define their 
authority and duties, provide bonds for them in such amounts as the Admin- 
istrator shall determine, and pay the costs of qualification of certain of them 
as notaries public; 

(2) hold such hearings, sit and act at such times and places, and take 
such testimony, as he may deem advisable; 

(3) request directly from any executive department, bureau, agency, 
board, commission, office, independent establishment, or instrumentality 
information, suggestions, estimates, and statistics needed to carry out the 
purposes of this Act; and each department, bureau, agency, board, com- 
mission, office, establishment, or instrumentality is authorized to furnish 
such information, suggestions, estimates, and statistics directly to the 
Adminisrator ; 

(4) under regulations prescribed by him, assign or sell at public or pri- 
vate sale, or otherwise dispose of for cash or credit, in his discretion and 
upon such terms and conditions and for such consideration as he shall de- 
termine to be reasonable, any evidence of debt, contract, claim, personal 
property, or security assigned to or held by him in connection with the 
payment of loans made under this Act, and collect or compromise all obliga- 
tions assigned to or held by him in connection with the payment of such 
loans until such time as such obligations may be referred to the Attorney 
General for suit or collection ; 

(5) further extend the maturity of or renew any loan made under this 
Act, beyond the periods stated in such loan or in this Act, for additional 
periods not to exceed ten years, if such extension or renewal will aid in 
the orderly liquidation of such loan; 

(6) deal with, complete, renovate, improve, modernize, insure, rent, or 
sell for cash or credit, upon such terms and conditions and for such con- 
sideration as he shall determine to be reasonable, any real or personal prop- 
erty conveyed to, or otherwise acquired by, him in connection with the 
payment of loans made under this Act; 

(7) pursue to final collection, by way of compromise or other administra- 
tive action, prior to reference to the Attorney General, all claims against 
third parties assigned to him in connection with loans made under this 
Act. This shall include authority to obtain deficiency judgments or other- 
wise in the case of mortgages assigned to the Administrator. Section 3709 
of the Revised Statutes, as amended (41 U.S.C. 5), shall not apply to any 
contract of hazard insurance or to any purchase or contract for services or 
supplies on account of property obtained by the Administrator as a result 





1672 UNEMPLOYMENT PROBLEMS 


of loans made under this Act if the premium therefor or the amount thereof 
does not exceed $1,000. The power to convey and to execute, in the name of 
the Administrator, deeds of conveyance, deeds of release, assignments and 
satisfactions of mortgages, and any other written instrument relating to 
real or personal property or any interest therein acquired by the Admin- 
istrator pursuant to the provisions of this Act may be exercised by the 
Administrator or by any officer or agent appointed by him for that purpose 
without the execution of any express delegation of power or power of 
attorney ; 

(8) acquire, in any lawful manner, any property (real, personal, or 
mixed, tangible or intangible), whenever deemed necessary or appropriate 
to the conduct of the activities authorized in sections 6 and 7 of this Act; 

(9) in addition to any powers, functions, privileges, and immunities 
otherwise vested in him, take any and all actions, including the procurement 
of the services of attorneys by contract, determined by him to be necessary 
or desirable in making, servicing, compromising, modifying, liquidating, or 
otherwise administratively dealing with or realizing on loans made under 
this Act; 

(10) to such an extent as he finds necessary to carry out the provisions 
of this Act, procure the temporary (not in excess of six months) service of 
experts or consultants or organizations thereof, including stenographic re- 
porting services, by contract or appointment, and in such cases such service 
shall be without regard to the civil service and classifications laws, and, 
except in the case of stenographic reporting services by organizations, with- 
out regard to section 3709 of the Revised Statutes (41 U.S.C. 5); any indi- 
vidual so employed may be compensated at a rate not in excess of $75 per 
diem, and, while such individual is away from his home or regular place 
of business, he may be allowed transportation and not to exceed $15 per 
diem in lieu of subsistence and other expenses ; and 

(11) establish such rules, regulations, and procedures as he may deem 
appropriate in carrying out the provisions of this Act. 


TERMINATION OF ELIGIBILITY FOR FURTHER ASSISTANCE 


Sec. 13. Whenever the Administrator shall determine that employment condi- 
tions within any area previously designated by him as a redevelopment area have 
changed to such an extent that such area is no longer eligible for such designation 
under section 5 of this Act, no further assistance shall be granted under this Act 
with respect to such area and, for the purposes of this Act, such area shall not 
be considered a redevelopment area: Provided, That nothing contained herein 
shall (1) prevent any such area from again being designated a redevelopment 
area under section 5 of this Act if the Administrator determines it to be eligible 
under such section, or (2) affect the validity of any contracts or undertakings 
with respect to such area which were entered into pursuant to this Act prior to a 
determination by the Administrator that such area no longer qualifies as a re- 
development area. The Administrator shall keep the departments and agencies 
of the Federal Government, and interested State or local agencies, advised at all 
times of any changes made hereunder with respect to the designation of any area. 


URBAN RENEWAL 


Sec. 14. (a) Title I of the Housing Act of 1949, as amended, is amended by add- 
ing at the end thereof the following new section : 


“INDUSTRIAL REDEVELOPMENT AREAS UNDER THE AREA REDEVELOPMENT ACT 


“Sec. 112. (a) When the Area Redevelopment Administrator certifies to the 
Administrator (1) that any county, city, or other municipality (in this section 
referred to as a ‘municipality’) is situated in an area designated under section 
5(a) of the Area Redevelopment Act as an industrial redevelopment area, and 
(2) that there is a reasonable probability that with assistance provided under 
such Act and other undertakings the area will be able to achieve more than tem- 
porary improvement in its economic development, the Administrator is author- 
ized to provide financial assistance to a local public agency in any such munici- 
pality under this title and the provisions of this section. 

“(b) The Administrator may provide such financial assistance under this 
section without regard to the requirements or limitations of section 110(c) that 
the project area be clearly predominantly residential in character or that it be 
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redeveloped for predominantly residential uses; but no such assistance shall 
be provided in any area if such Administrator determines that it will assist in 
relocating business operations from one area to another when such assistance 
will result in substantial detriment to the area of original location by increasing 
unemployment. 

“(c) Financial assistance under this section may be provided for any project 
involving a project area including primarily industrial or commercial structures 
suitable for rehabilitation under the urban renewal plan for the area. 

“(d) Notwithstanding any other provision of this title, a contract for financial 
assistance under this section may include provisions permitting the disposition 
of any land in the project area designated under the urban renewal plan for 
industrial or commercial uses to any public agency or nonprofit corporation for 
subsequent disposition as promptly as practicable by such public agency or 
corporation for the redevelopment of the land in accordance with the urban re- 
newal plan: Provided, That any disposition of such land under this section shall 
be made at not less than its fair value for uses in accordance with the urban 
renewal plan: And provided further, That the purchasers from or lessees of 
such public agency or corporation, and their assignees, shall be required to 
assume the obligations imposed under section 105(b). 

“(e) Following the execution of any contract for financial assistance under 
this section with respect to any project, the Administrator may exercise the 
authority vested in him under this section for the completion of such project, 
notwithstanding any determination made after the execution of such contract 
that the area in which the project is located may no longer be an industrial 
redevelopment area under the Area Redevelopment Act.” 

(b) The next to the last paragraph of section 110(c) of such Act is amended 
by inserting after “such projects” the following: “(including projects assisted 
under section 112 of this title)”. 


URBAN PLANNING GRANTS 


Sec. 15. The second sentence of section 701 of the Housing Act of 1954 is 
amended by adding the following in clause (2) after the words ‘decennial 
census which”: (i) are situated in areas designated by the Area Redevelopment 
Administrator under section 5(a) of the Area Redevelopment Act as industrial 
redevelopment areas, or (ii)’’. 


VOCATIONAL TRAINING 


Sec. 16. (a) The Secretary of Labor, in consultation with the Administrator, 
shall determine the vocational training or retraining needs of unemployed 
individuals residing in, or who were last employed in, redevelopment areas and 
shall cooperate with the Secretary of Health, Education, and Welfare and with 
existing State and local agencies and officials in charge of existing programs 
relating to vocational training and retraining for the purpose of assuring that 
the facilities and services of such agencies are made fully available to such 
individuals. 

(b) Whenever the Secretary of Labor finds that additional facilities or 
services are needed in the area to meet the vocational training or retraining 
needs of such individuals, he shall so advise the Secretary of Health, Education, 
and Welfare. The Secretary of Health, Education, and Welfare, through the 
Commissioner of Education, shall provide assistance, including financial assist- 
ance when necessary, to the appropriate State vocational educational agency 
in the provision of such additional facilities or services. If the Secretary of 
Health, Education, and Welfare finds that the State vocational educational 
agency is unable to provide the facilities and services needed, he may, after 
consultation with such agency, provide for the same by agreement or contract 
with public or private educationai institutions: Provided, That the Secretary 
of Labor shall arrange to provide any necessary technical assistance for setting 
up apprenticeship, journeyman, and other job training needed in the area: 
Provided further, That any vocational training or retraining provided under 
this section shall be designed to enable unemployed individuals to qualify 
for new employment in the redevelopment area in which they reside or were 
last employed. 

RETRAINING SUBSISTENCE PAYMENTS 


Sec. 17. (a) The Secretary of Labor in consultation with the Administrator 
shall, on behalf of the United States, enter into agreements with States in which 
redevelopment areas are located, under which the Secretary of Labor shall make 
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payments to such States for the purpose of enabling such States, as agents of the 
United States, to make weekly retraining payments to unemployed individuals 
residing within such redevelopment areas who are not entitled to unemployment 
compensation (either because their unemployment compensation benefits have 
been exhausted or because they were not insured for such compensation) and 
who have been certified by the Secretary of Labor to be undergoing vocational 
training or retraining under section 16 of this Act. [Such payments shall be 
made for a period not exceeding thirteen weeks,] Such payments shall be madc 
only during the period the individual is receiving vocational training or retrain- 
ing under section 16 of this Act, but not in any erent to exceed sixteen weeks, 
and the amounts of such payments shall be equal to the amount of the average 
weekly unemployment compensation payment payable in the State making such 
payments. 

(b) The Secretary of Labor and the Administrator shall jointly prescribe such 
rules and regulations as they may deem necessary to carry out the provisions 
of this section and section 16 of this Act. 

(ec) There are hereby authorized to be appropriated such sums, not in excess 
of $10,000,000, as may be necessary to carry out the provisions of this section. 


PENALTIES 


Sec. 18. (a) Whoever makes any statement knowing it to be false, or whoever 
willfully overvalues any security, for the purpose of obtaining for himself or for 
any applicant any loan, or extension thereof by renewal, deferment of action, or 
otherwise, or the acceptance, release, or substitution of security therefor, or for 
the purpose of influencing in any way the action of the Administrator, or for the 
purpose of obtaining money, property, or anything of value, under this Act, 
shall be punished by a fine of not more than $10,000 or by imprisonment for not 
more than five years, or both. 

(b) Whoever, being connected in any capacity with the Administrator (1) 
embezzles, abstracts, purloins, or willfully misapplies any moneys, funds, securi- 
ties, or other things of value, whether belonging to him or pledged or otherwise 
entrusted to him, or (2) with intent to defraud the Administrator or any other 
body politic or corporate, or any individual, or to deceive any officer, auditor, or 
examiner of the Administration, makes any false entry in any hook, report, or 
statement of or to the Administrator, or without being duly authorized, draws 
any order or issues, puts forth, or assigns any note, debenture, bond, or other 
obligation, or draft, bill of exchange, mortgage, judgment, or decree thereof, or 
(3) with intent to defraud participates, shares, receives directly or indirectly 
any money, profit, property, or benefit through any transaction, loan, commission, 
contract, or any other act of the Administrator, or (4) gives any unauthorized in- 
formation concerning any future action or plan of the Administrator which 
might affect the value of securities, or having such knowledge, invests or specu- 
lates, directly or indirectly, in the securities or praperty of any company or 
corporation receiving loans or other assistance from the Administrator, shall be 
punished by a fine of not more than $10,000 or by imprisonment for not more 
than five years, or both. 


EMPLOYMENT OF [eExPenritTures] EXPEDITERS AND ADMINISTRATIVE EMPLOYEES 


Sec. 19. No loan shall be made by the Administrator under this Act to any 
business enterprise unless the owners, partners, or officers of such business 
enterprise (1) certify to the Administrator the names of any attorneys, agents, 
or other persons engaged by or on behalf of such business enterprise for the 
purpose of expediting applications made to the Administrator for assistance of 
any sort, and the fees paid or to be paid to any such person: and (2) execute an 
agreement binding any such business enterprise for a period of two years after 
any assistance is rendered by the Administrator to such business enterprise, to 
refrain from employing, tendering any office or employment to, or retaining for 
professional services, any person who, on the date such assistance or any part 
thereof was rendered, or within one year prior thereto, shall have served as an 
officer, attorney, agent, or employee of the Administration, occupying a position 
or engaging in activities [in] which the Administrator shall have determined 
involve discretion with respect to the granting of assistance under this Act. 
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RECORD OF APPLICATIONS 


Sec. 20. The Administrator shall maintain as a permanent part of the records 
of the Administration a list of applications approved, which shall be kept avail- 
able for public inspection during the regular business hours of the Administra- 
tion. The following information shall be posted in such list as soon as each 
applicant is approved: (1) the name of the applicant and, in the case of cor- 
porate applications, the names of the officers and directors thereof, (2) the 
amount and duration of the loan for which application is made, (3) the purposes 
for which the proceeds of the loan are to be used, and (4) a general description 
of the security offered. 


PREVAILING RATE OF WAGE AND FORTY-HOUR WEEK 


Sec. [20] 2/. The Administrator shall take such action as may be necessary 
to insure that all laborers and mechanics employed by contractors or subcon- 
tractors on projects undertaken by public applicants assisted under this Act 
(1) shall be paid wages at rates no less than those prevailing on the same type 
of work on similar construction in the immediate locality as determined by the 
Secretary of Labor in accordance with the Act of August 30, 1935 (Davis-Bacon 
Act), and (2) shall be employed not more than forty hours in any one week 
unless the employee receives wages for his employment in excess of the hours 
specified above at a rate not less than one and one-half times the regular rate 
at which he is employed. 

ANNUAL REPORT 


Sec. [21] 22. The Administrator shall make a comprehensive and detailed 
annual report to the Congress of his operations under this Act for each fiscal 
year beginning with the fiscal year ending June 30, 1960. Such report shall be 
printed, and shall be transmitted to the Congress not later than January 3 of 
the year following the fiscal year with respect to which such report is made. Such 
report shall show, among other things, (1) the number and size of Government 
contracts for the furnishing of supplies and services placed with business firms 
located in redevelopment areas, and (2) the amount and duration of employment 
resulting from such contracts. Upon the request of the Administrator, the various 
departments and agencies of the Government engaged in the procurement of 
supplies and services shall furnish to the Administrator such information as 
may be necessary for the purposes of this section. 


APPROPRIATION 


Sec. [22] 23. There are hereby authorized to be appropriated such sums as 
may be necessary to carry out the provisions of this Act. 


USE OF OTHER FACILITIES 


Sec. [23] 24. (a) To avoid duplication of activities and minimize expense in 
carrying out the provisions of this Act, the Administrator shall, to the extent 
practicable and with their consent, use the available services and facilities of 
other agencies and instrumentalities of the Federal Government on a reimbursable 
basis. 

(b) Departments and agencies of the Federal Government shall exercise their 
powers, duties, and functions in such manner as will assist in carrying out the 
objectives of this Act. This Act shall be supplemental to any existing authority, 
and nothing herein shall be deemed to be restrictive of any existing powers, 
duties, and functions of any other department or agency of the Federal Gov- 
ernment. 

RECORDS AND AUDIT 


Sec. 25. (a) Each recipient of assistance under section 6 or 7 of this Act shall 
keep such records as the Administrator shall prescribe, including records which 
fully disclose the amount and the disposition by such recipient of the proceeds 
of such assistance, the total cost of the project or undertaking in connection with 
which such assistance is given or used, and the amount and nature of that portion 
of the cost of the project or undertaking supplied by other sources, and such other 
records as will facilitate an effective audit. 
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(b) The Administrator and the Comptroller General of the United States, or 
any of their duly authorized representatives, shall have access for the purpose 
of audit and examination to any books, documents, papers, and records of the 
recipient that are pertinent to assistance received under section 6 or 7 of this 
Act. 


An analysis of the area redevelopment bill (8. 722) 





Provision 


S. 722, Douglas-Cooper-Clark-Beall bill 





Area Redevelopment Act. 

(Sec. 1, p. 1.) ! 

Declaration of purpose. 

(See. 2, pp. 1-2.) 

Independent agency ‘‘Area Redevelopment Administration.” 
Administrator appointed by President and confirmed by Senate 

(Sec. 3, pp. 2-3.) 

1. Cabinet level advisory board. 

a ane National Public Advisory Committee from all walks 
of life. 

3. Ad hoe industry (including agriculture) conferences. 

(Sec. 4, pp. 3-4.) 

Same as 1958 bill. 

(Sec. 5, pp. 5-7.) 

1, Shall designate as redevelopment areas those determined by 
Administrator to have substantial and persistent unemployment 
for an extended period of time. 

Designation for labor market areas where the nontemporary 
unemployment meets 3 conditions: 

(a) Rate is currently 6 percent; and 

(6) Rate has averaged at least 6 percent: 

(1) For 3 out of preceding 4 years and has been 50 percent or 
more above the national average; or 

(2) For 2 out of preceding 3 years and has been 75 percent or 
more above the national average; or 

(3) For 1 out of preceding 2 years and has been 100 percent or 
more above national average. 

2. Rural areas: Rural areas with highest in numbers and 
percentages of low income families and use of percentaze of resi- 
dents on public assistance and where a condition of substantial 
and persistent unemployment or underemployment would be 
designated. 

3. Injurious effects to domestic industry resulting from opera- 
tion Trade Agreements Extension Act shall be reported to 
Administrator. 


. Criteria for area eligibility __-_..___- 


6. Loans for private projects. 
(a) Revolving fund or funds $100,000,000 for industrial areas. 
$100,000,000 for rural areas. 


al. 
(6) Maximum Federal partici- 65 percent (subordinate to other loans). 


pation. 

(c) Minimum State or local 
participation. 

(d) Minimum private partici- 
pation. 

(e) Maximum period of loans--- 

(f) Purpose of loans 

(g) Interest rate 


10 percent. 
5 percent. 


30 years (40, if extended). 

Same as 1958 bill. 

Rate paid Treasury plus '¢ of 1 percent (4 percent to be allo- 
cated to sinking fund against losses). 

Agency of State or political subdivision concerned with eco- 
nomic development (or local committee in the absence of such 
agency), and finding by State or agency of consistency with area 
economic development program approved by Administrator. 

(Sec. 6, pp. 7-12.) 


(hk) Application approved by ---- 


7. Loans for public facilities: 


(a) Revolving fund 
(6) Maximum Federal partici- 
pation. 
(c) Minimum State and local 
ticipation. 
(d) Maximum period of loan- - - 
(e) Interest rate 


8. Grants for public facilities 


9. Funds for loans: 


(a) Amount 
(b) Source 
(c) Interest rate paid Treasury 


10. Information. 





$100,000,000. 
65 percent (subordinate to other loans). 


10 percent. 


40 years. 

Rate paid Treasury, plus \ of 1 percent. 

Public facility may not compete with existing public utility. 
(Sec. 7, pp. 13-15.) 

$75,000,000 authorization for appropriation. 

Public facility may not compete with existing public utility. 
(Sec. 8, pp. 15-17.) 


$300,000,000. 

Borrowed from Treasury. 

Not greater than current average yields on outstanding mar- 
ketable U.S. obligations of comparable maturities at end of 
preceding month. 

(Sec. 9, pp. 17-18.) 

Same as 1958 bill. 

(See. 10, pp. 18-19.) 


2 The references made here are to the sections and pages in the copy of the area redevelop- 
ment bill, S. 722 
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An analysis of the area redevelopment bill (S. 722)—Continued 


Provision 8. 722, Douglas- me Clark-Beall bill 


$4,500,000 per year authorization for appropriation. 

(Sec. 11, p. 19.) 

Same as 1958 bill. 

(Sec. 12, pp. 19-23.) 

. Termination of eligibility Provision for termination of designation as redevelopment area. 
(Sec. 18, pp. 23-24.) 

. Urban renewal. __-..--.---- Pind Pre 1. On rex quest of Administrator, Housing and Home Finance 
Agency may give financial assistance to municipalities in indus- 
trial redevelopment areas without regard to residential require- 
ment. 

2. Grants must be within 10-percent limit provided by sec. 

110(c) for projects under sec. 110. 
(Sec. 14, pp. 24-26.) 
5. Urban planning grants. -_-_------- Same. 
(See. 15, p. 27.) 
}. Vocational training... .........-.-- Same as 1958 bill, except authorization more clearly limited to 
training needed for new jobs in area. 

(Sec. 16, pp. 27-28.) 

. Retraining subsistence payments- -- Subsistence payments to unemployed being retained and not 
entitled to unemployment compensation. $10,000,000 authoriza- 
tion for program. 

(Sec. 17, pp. 28-29.) 

. Penalties for fraud - : Yes 

(Sec. 18, pp. 29-31.) 
. Restrictions on expediters and ex- Yes. 
employees. (Sec. 19, p. 31.) 
20. Davis-Bacon Act Yes. 
(Sec. 20, p. 32.) 
21, Annual report seee Yes. 
(Sec. 21, ‘pp. 32-33.) 
22. Authorization for appropriations - - - Yes. 
(Sec. 22, p. 33.) 
23. Use of other facilities Yes. 
(Sec. 23, p. 33.) 











1 The references made here are to the sections and pages in the copy of the area redevelopment bill, S. 722. 


Senator Harrxe. I have no questions, Senator Douglas. I would 


like for you to join me here in the procedure of these hearings. 

Senator Doveras. I do want to thank you again for coming because 
I know this has caused a good deal of personal inconvennience 

Senator Hartke. I am alw: ays glad todothat. I feel at home here 
in southern Illinois anyway. 

Mr. Goffrey Hughes, executive director, Southern Illinois, Inc. 

Mr. Hugues. I think I would like to wait. 

Senator Harrke. All right. Mr. Clyde Brewster, National Plan- 
ning Association; Chamber of Commerce, Herrin, Ill. Good after- 
noon, sir. 


STATEMENT OF CLYDE BREWSTER, NATIONAL PLANNING ASSO- 
CIATION, AND MEMBER, CHAMBER OF COMMERCE, HERRIN, ILL. 


Mr. Brewster. I would like to say before reading this that I would 
like to dispel any reflection that I might be an expert because of being 
involved in some of these hearings. I am sincere; I am not an expert 
at anything. I am a businessman who has happened to be involved 
with other businessmen and citizen leaders, labor leaders, and pro- 
fessional men of all types in trying to rehabilitate the community we 
live in. That is the reason I guess that I am here. 
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(The written statement of Mr. Brewster follows :) 


PREPARED STATEMENT OF MR. CLYDE BREWSTER, CHAIRMAN, INDUSTRIAL COMMITTEE, 
CHAMBER OF COMMERCE, HERRIN, ILL. 


NATIONAL PLANNING ASSOCIATION REPORT 


As a member of a special report committee of the National Planning 
Association, with headquarters in Washington, I have had an opportunity to 
study some of the problems that arise in areas of depletion or undeveloped 
resources, as these areas might fit into an overall area redevelopment program 
now under consideration by the U.S. Congress, and request permission to admit 
a copy of that report as a part of these hearings. 

This problem has also received considerable study and in some cases have 
assisted in the formation of local area redevelopment programs in conjunction 
with the membership of Southern Illinois, Inc., and the membership of the 
Herrin Chamber of Commerce. 

A LOCAL EFFORT 


Primarily, the greatest contributing factor to the decline of the economy of this 
region, and I refer specifically to the areas of Franklin and Williamson Counties 
in southern Illinois, is the closure of coal mines and the general downward trend 
of the coal industry here in southern Illinois. 

Historically, this area reached its peak in population and development as the 
result of the influence of the coal industry to the overall national economy. 

Illinois reached its peak in coal production in 1918 when the State produced 
89 million tons of bituminous coal. However, Williamson and Franklin Counties 
reached peak employment and production in 1925 when Williamson County had 
9,632 miners engaging in producing 8,941,000 tons of coal. In the same year, 
Franklin County had 15,007 miners who produced 13,082,000 tons of coal. Com- 
pare this, if you would please, with our totals in 1958 which indicated that the 
State, as a whole, produced about 4644 million tons. | However, 1958 showed total 
coal mine employment in Williamson County had dropped to 1,689 miners who 
produced 6,013,000 tons of coal and even more tragically, the condition in 
Franklin County where 1,511 miners now produce 4,651,000 tons. Not only do 
these figures reflect a condition at the end of 1958, but continues a market trend, 
that available 1959 records show to be growing worse. 

While the area has depleted some of its coal resources, only a very small 
fraction of the total mineable reserves have been touched. The fact of the 
matter is, that it was not a lack of reserve coal that has resulted in our decline 
from a previous favorable economic position, but as coal markets have been 
reduced by the introduction of other fuels, it has left not only billions of mineable 
reserve tons of coal, but has equally left, and of more importance, great deposits 
of unemployed people who have depended on the coal industry as a means of 
making a living. 

This high concentration of people furnished many skills, all of which pri- 
marily were aimed at the mining of coal. While many of these people have 
undeveloped skills that other tndustries could use, the fact is, that no suitable 
training programs were developed to equip these individuals to accept new jobs 
in new industries, because the area through no fault of its own, or its own 
endeavor, was not able to replace lost coal-mining jobs with new industrial 
employment opportunities. 

As a result of this problem, labor and business leaders in the various com- 
munities have attempted to solve our problem through local area organizations 
and because that program was not entirely successful, each community has 
attempted to rebuild its own economy by the introduction of new industrial 
jobs. 

In the next section, I would like to explain what area and local interest can 
do, where, with outside assistance, new opportunities can be made available. 


INDUSTRIAL DEVELOPMENT AT THE ILLINOIS ORDNANCE PLANT, CRAB ORCHARD LAKE 


During the war, the Government built and had operated at Crab Orchard Lake, 
a shell- and bomb-loading plant named the Illinois Ordnance Plant. While this 
operation was highly successful, it furnished only those means of industry 
necessary to support our war effort, and the plant, its buildings, and its service 
facilities were built as a temporary wartime expedient at the total cost of 
approximately $32 million. 
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When the war ended in 1945, it left vacant approximately 2 million square feet 
of industrial floor space that was excess to any needs of the Government at 
that time. In the closing of this plant, it became necessary to permanently 
furlough in excess of 6,500 employable people. This number of unemployed were 
further augmented by many thousands of returning men and women veterans 
who had served their country in this wartime emergency. This labor force 
was further augmented by thousands of individuals who had migrated out of the 
area during the war years to accept wartime employment in certain critical 
labor shortage areas. As these war plants were beginning to close, many of 
these thousands returned to the homes that they had maintained in southern 
Illinois. 

In 1946, dedicated organizations and individuals proposed to the then Recon- 
struction Finance Corporation and its agency, the War Asset Administration, 
a proposal to develop a multiple-tenancy operation using these abandoned facili- 
ties at the ordnance plant for the production of many peacetime articles that 
needed to be manufactured. As a result of an understanding agency and, very 
frankly, as an experiment, congressional legislation was passed that afforded 
us this opportunity. Starting with the agency, which was at the time War 
Asset Administration, and subsequently as they went out of business, the project 
in 1947 hecame a part, by congressional transfer, of the Department of Interior, 
with the administration and supervision being conducted by the Fish and 
Wildlife Service of the Department of the Interior. 

When this multiple-tenancy program began, it was the leadership of local 
citizenship committees that carried this message to industry and in turn, resulted 
in leases being finalized with the Government for the occupancy of these build- 
ings. To show that this is a truly area redevelopment in the sense that the 
Government assumed some responsibility of providing facilities, it was local 
southern Illinois leadership that developed this program with industry in con- 
junction with Government. Where, for;example, there was a $32 million instal- 
lation that the Government was willing to abandon, place a fence around its 
borders, return it to its natural state, and use it as a “fly-over stop” for a 
projected duck and goose population.’ However, with industry, wildlife manage- 
ment, and recreation all working together, near maximum use has been made 
of this part of the Crab Orchard Lake development. 

At the present time, the Government has under lease to private industry 
approximately 1,650,000 square feet of industrial floor space which, for all 
practical purposes, constitutes all of the space that is available. These tenants 
comprise 11 manufacturers, 11 warehouse operations, and 3 service organizations 
with a total annual payroll in excess of $10 million. 

This Government sponsored and administered program cost in fiscal 1959 
$385,000 with cash recovery to the Government from rents and services of 
$355,000. In the first quarter of the 1960 fiscal year, the Government is recover- 
ing at the present rate, 97 percent of the total cost of administration, of the 
maintenance, and the furnishing of services to these industries. The admin- 
istration of the project estimate that at the end of the 1960 fiscal year, the 
project will be 100 percent self-sustained. 

The project that the Government was willing to abandon at the close of the 
war is now furnishing gainful employment to over 2,600 people and considering 
the fact that they are now gainfully employed in the area, where otherwise they 
would have to leave the area seeking employment, or accept substandard employ- 
ment, or become a charge of one of the relief organizations. This type project is 
truly area redevelopment, whereby Government, industry, and local development 
groups play an equally important part in redeveloping a region that had been 
used and passed over. 

The Herrin Chamber of Commerce also has a parallel program that has also 
produced amazing results in this field of redevelopment. Herrin, which was 
the principal mining center for Williamson County and much of the southern 
Illinois coalfield area, could have been a ghost town except for the determina- 
tion of its local people who insisted on maintaning their homes, their schools, 
and their churches in the Herrin community. 


REDEVELOPMENT PROGRAM OF THE HERRIN CHAMBER OF COMMERCE 


In September 1948, the Herrin Chamber of Commerce and its development 
program looked forward to the end of the war, the closing of war industries, 
and the return to a peacetime economy. With the many thousands of returning 
wartime employees and war veterans, it was necessary that a job opportunity 
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program be developed to absorb them upon their return home at the end of the 
war. 

Through the efforts of the Herrin Chamber of Commerce, a community devel- 
opment organization called the Herrin Community Council was organized and 
the capital was furnished through a public subscription drive. 

This fund solicitation went into the business and homes of everyone in 
the Herrin Community, and amounts were solicited ranging from 50 cents to 
$5,000. This fund of almost $100,000 was to be used as a revolving fund in as- 
sistance to the relocation of new industries with the fund primarily to be used 
in assistng in the construction of new industrial buildings. The money could be 
invested in any new industry that would meet the requirements of the board of 
directors selected to administer this fund. This board was comprised of five 
Herrin businessmen, five leaders of AFL craft unions, and five representatives 
from the United Mine Workers of America. 

With this approximate $100,000 cash fund, the Herrin Chamber of Commerce 
went looking for new industry. Even though the war had not been brought 
to a successful close, in late 1945, and even while the war was still going on, 
the Herrin Chamber of Commerce was in direct negotiations with the home 
laundry department of Norge Division, Borg-Warner Corp. Asa result of these 
negotiations in late 1945, construction was started on a new building to house 
Norge to build domestic peacetime washing machines. 

The communities part in the attraction of this new industry was a gift from 
the community to Norge of the actual building site for this new industry. This 
was done at a total cost to the community of $23,000. Since Norge, being moved 
into the building proper, 4 new additions had been put on the building furnish- 
ing in excess of 1,300 jobs to local area residents at the present time. 

While the Norge building was under construction, the Herrin Chamber of 
Commerce continued their active search for new industry—began negotiating 
with Smoler Bros. Inc., a Chicago dress manufacturer. Using the $100,000 
cash fund of the community council as second mortgage money, first mortgage 
notes in denominations of $5,000 each were sold to construct a very modern 45,000- 
square-foot building, that Smoler Bros. occupied in 1947 on a lease-purchase 
agreement. In approximately 4 years of this 15-year mortgage, Smoler Bros. 
retired both the first and second mortgage, repaying all borrowed principal 
and interest, and since that time have constructed a 15,000-square-foot addition 
to the building, and provided 450 new industrial jobs in the textile industry. 

In the meantime, the Herrin Chamber of Commerce was continuing its indus- 
trial program, but was concentrating a great deal of activity on the industrial 
building available in the Illinois Ordnance Plant, working very closely with 
industry and Government, and assisting the Government agency in securing 
leases with several well-rated new industries. 

In 1951, after prolonged negotiations, the Herrin Chamber of Commerce nego- 
tiated a lease-purchase agreement with Allen Industries, Inc., of Detroit, 
for the construction of a new multipurpose building of 1,200,000 square feet. 

This building was financed with $400,000 of interest-bearing notes that was 
subscribed by local citizens in the community and the first mortgage money was 
subscribed by one of the Nation’s largest insurance companies. This industrial 
building, housing Allen Industries, has since had 3 additions put to it and, 
at the present time, is employing in excess of 1,000 local area residents. 

At the time that we were raising our local second mortgage money for Allen 
Industries, the Herrin Chamber of Commerce was also successful in completing 
a lease-purchase agreement with International Staple & Machine Co., of Haver- 
town, Pa., whereby in this new building, the Herrin community subscribed 
$160,000 of interest-bearing notes that became a second mortgage on the property 
with the additional financing being provided by the company itself. This very 
modern 37,000-square-foot building is now employing approximately 125 people. 

In 1955, local residents formed Container Staple Corp., a new industry of 
entirely local management and entirely local capital, and through their own 
efforts, had built a very modern 30,000-square-foot building for the manufacture 
of industrial staples and allied equipment. The community provided a site for 
this company at no cost to the company, from community-owned land. This land 
was acquired from one of our public utility companies and was formerly the site 
of an abandoned coal mine. This company presently employs over 125 people, 
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and have recently completed arrangements to market their product into the 
European market. 

This description of industrial and community development, while it sounds 
easy, required a tremendous amount of community initiative, imagination, and 
courage on behalf of the local people. While we have paid a dear price for 
the industries that we have acquired, all of the industries have operated very 
successfully, and have made an important contribution to the community, and 
added measurably to the general economy of the area. 

Herrin’s industrial program has not stopped at this point. While we have not 
acquired a new outside industry in recent years, we have used our time and our 
money to acquire several new industrial sites that will be available when we 
can negotiate a mutually agreeable contract with other reputable companies. 

In closing, may I point out that none of these projects could have been brought 
to a successful conclusion, except through the close cooperation of Government, 
industry, and local development grovys, and it is our desire in supporting Fed- 
eral legislation in the fields of area redevelopment that other communities be 
given an opportunity to successfully attack their program as we in the Herrin 
area have done. 

Mr. Brewster. I would like to add just a little comment to one of 
the things that Senator Douglas touched on there. Going back prior 
to this program we start in talking about the southern Illinois de- 
velopment in the area, and sort of take Crab Orchard Lake for 
granted. The thing I want to point out is I don’t believe that any 
of us would assume the old ordnance plant, costing $32 million, would 
have been there hadn’t Crab Orchard Lake been there first. Going 
back still further, I can recall at the start of the decline of coal mines 
we had some experience in trying to get industry and we learned 
quickly that unless you have an ample supply of water and other 
facilities that about the only kind of industry you can attract is very 
light industry. I remember we had a failure in trying to get an over- 
all factory. It was very difficult to do and we fell down on the job. 
And in all of our campaigning to secure industry and to contact out- 
side sources, Crab Orchard Lake has been one of the things we pointed 
to all the time, and the lake program, which of course I think most 
people know how they were secured and maybe not for the exact pur- 
pose they have been used, but they have certainly served the purpose. 

Senator Dovucias. I want to thank you for your testimony which I 
think is very constructive. 

May I ask if you have had occasion to study S. 722, this area 
redevelopment bill ? 

Mr. Brewster. I have scanned it some, Senator. The former bills 
of course were gone over quite thoroughly when we prepared the 
NPA report. This is the National Planning Association and is a 
policy statement by the NPA special committee on depressed areas 
which committee did a special study on the problem of depressed areas 
and issued a report. I ask that the report I have mentioned be made 
a part of my statement and included in the hearings. 

Senator Dovexas, It is substantially the same. Do you find your- 
self in general agreement with the bill ? 

Mr. Brewster. Yes, sir. 

Senator Dovetas. What do you think of the criticism that we 
shouldn’t discuss this matter? I noticed an editorial in the Marion 
Republican saying it was not a matter that should be discussed. 
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Mr. Brewster. I guess you attribute that to freedom of speech and 
opinion. 

Senator Dovexas. Yes: certainly, but I wondered whether you 
agreed with it. 

Mr. Brewster. Well, I couldn't very well agree with this and agree 
with that, too. No, sir, I do not agree with it. 

Senator Doveras. Thank you very much. 

Senator Harrxe. I would like to ask you just one question here. 
You have said that the coal mines are the greatest contributing factor. 
I was wondering if you are acquainted with the effect of the decline 
of family farms in the area? Has that aggravated the condition any 
in this area? 

Mr. Brewster. Well, I think the decline of farming as a principal 
industry in southern Illinois came before coal mining and was prob- 
ably brought about somewhat, particularly in Williamson County, 
by coal mining. 

Senator Hartke. I understand there are 20,000, I think, less family 
farms than in 1952, Congressman Gray said, which would make a 
substantial number of people that have to be someplace. 

I was very much impressed by your recognition that this is a part- 
nership arrangement between the local communities and industry and 
government; that they are not competing with each other. I think this 
is a fine approach, and evidently this organization, the National Plan- 
ning Association, has done an extremely good job in this report. I 
just looked over the summary of it here since Mr. Brown hiamtled it to 


me and I want to compliment you for the work you are doing. This 
is a very gratifying thing, I tell you honestly, for people in Govern- 
ment to see people who are not in Government trying to do their 


art. 
' Mr. Brewster. Thank you. I would like to add my compliments 
to NPA. Having worked with them on this one report, I think it’s 
quite an organization. I think Senator Douglas bears that out, 
too. I would like at this time to have included in the record the 
report of the National Planning Association dealing with depressed 
industrial areas. 





DEPRESSED INDUSTRIAL AREAS— 
A NATIONAL PROBLEM 


Policy Statement 


by the NPA Committee on Depressed Areas 


1. Chronic local unemployment is a national problem. 

In the midst of the greatest prosperity we have ever known, many 
localities have been suffering from chronic unemployment. This un- 
employment presents a double threat to our way of life. It threatens 
our internal development, and it threatens our external security. 

It threatens our internal development because that development 
has been based on a continually growing domestic market.* If many 
people, through unemployment, are removed from the market as full- 
scale consumers, our economy will not continue to grow as it might. 
Moreover, a powerful motive force in our economic growth has been 
our acceptance of equality of opportunity as a social goal. If oppor- 
tunity is severely limited in many communities through no fault of the 
communities themselves, faith in our objectives will be impaired and 
the motive force which that faith supplies will be correspondingly 
weakened. 

Chronic unemployment threatens our external security both be- 
cause it mars our posture and because it prevents us from realizing 
our full strength. The leaders of many hundreds of millions of the 
world’s people are hostile to us; one of their central doctrines is that 
unemployment is inherent in our system; hence any unemployment 
we experience is a propaganda success for those leaders. But of more 
tangible importance to our security is the loss of production and in- 
come and the dissipation of human effort resulting from our failure 
to utilize our full economic potential. It increases the costs of govern- 
ment and the cold war borne by the employed groups. Unemployed 
people and unused capacity discourage our friends and encourage 
our foes. 

Clearly then, chronic unemployment anywhere in our economy is 
a matter of national concern, especially since local efforts to end 
this unemployment, even when well organized and undertaken whole- 
heartedly over a considerable period of time, have almost always, as 
the accompanying report shows, fallen well short of complete success. 


* The development of the United States has also been based upon taking advantage 
of changes which have resulted in the obsolescence of resources, locations, and 
personal skills. There is growing resistance to accepting such obsolescence as a 
price of progress. The program proposed by the Committee, by assisting adaptation 
to change, would remove resistance to progress based upon fears of such obso- 
lescence.—Alfred C. Neal. [See footnote 1, page xii.] 
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2. The Federal government should assume the responsibility for a 
vigorous program to remove chronic local unemployment, in collab- 
oration with local and private programs directed toward the same 
end. 

The most urgent recommendation of this Committee is that the 
Federal government establish soon some effective program for dealing 
with chronic local unemployment. Because many of the measures 
required may be new and because the interest of the public in results 
will be great, any program adopted should be set up and administered 
so as to encourage the maximum use of initiative on the part of those 
conducting it, and the maximum attention to whatever results are 
achieved. 

A Federal program should not supersede local programs directed 
to relieving local unemployment. On the contrary, it should supple- 
ment them, and should stimulate even more local effort than is now 
being directed toward this problem. It should help to call forth 
private efforts as well, some perhaps on a national scale, {rom corpora- 
tions, unions, associations and others with an interest in the situation. 
Federal policy should recognize chronic local unemployment as a 
national responsibility and should mobilize all efforts to its solution. 

Any program for the execution of such a policy is sure to be varied 
and adapted to local needs, as the following remarks on the elements 
of such a program make clear. Because of this complexity, we give 
in the following sections only the elements around which policies 
may be formed. 


3. A positive Federal program for ending chronic local unem- 
ployment should undertake new and expanded activities providing 
for technical assistance, certain kinds of financing, and specific types 
of tax exemptions which would stimulate the expansion of business 
enterprises, or encourage new businesses, suitable for the respective 
areas. 

The essential preliminary to an attack on chronic local unemploy- 
ment is a thorough planning study of each area affected. This study 
is necessary to determine what industries might be encouraged, what 
regional resources might be used, and what facilities might be de- 
veloped. Studies of this kind are needed in the beginning of any pro- 
gram and should probably be put on a continuing basis, to turn up 
new oppportunities and to plan for changing conditions.* In the 
course of these studies special requirements for public works may be 
uncovered. So some provision for special public works may become 


* While no program can or should endeavor to push back an inevitable economic 
or social trend, each of these studies should assume that any affected area with 
vigorous and cooperative local leadership has its place in the national economy 
until a thorough, realistic and sympathetic exploration establishes the contrary.— 
Luther H. Gulick. 
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a part of any thorough program to relieve chronic unemployment. 
In any event, over-all] study and planning from the community point 
of view is the needed background for any approach to the selection 
and stimulation of industries that will give the employment desired. 
The stimulation that can be offered is summed up under the three 
headings that follow. 


Technical Assistance 


Technical assistance to explore and encourage new business possi- 
bilities is the first type of assistance to be given these communities. 
Every type of technical skill, from the skill of the geologist to the 
skill of the travel promoter, can be directed to the determination of 
new business potentials in depressed areas and to the staffing and 
establishment of those that seem most promising. Work of this kind 
has been liberally and successfully financed by the Federal government 
in its overseas economic aid programs. The methods developed there 
can be appropriately applied to our own country. Existing business 
firms, especially if they are represented by small units, may be put in 
a position to employ more people through the provision of technical 
assistance in the form, for instance, of cost accounting and production 
studies, industrial design suggestions, and marketing studies. Businesses 
contemplating branch plants in depressed areas may be stimulated to 
action by technical assistance directed to labor market studies and 
studies of the availability of services and facilities. Similar assistance 
should also be given the “sick industries” to enable them to diagnose 
their difficulties, consider and plan for their expansion and revitaliza- 
tion. Technical assistance need not be limited to the Federal govern- 
ment, Private organizations, both business and nonprofit, can supply 
aid of this kind more readily, perhaps, than they can supply any other 
kind, and they should be encouraged to do so. 


Financing 

A modern, one-story, general purpose factory building available for 
rental or sale at a reasonable price has often served as an inducement 
to a manufacturer to locate in the area that offers it. The induce- 
ment is most often accepted by a manufacturer who is expanding into 
a new area, is sometimes accepted by an already established firm that 
otherwise might expand elsewhere, but is rarely of critical importance 
to a firm that is just getting started. Throughout the country there 
are many local funds for building such plants and a number of private 
or public sources of additional funds at the state level. It is possible 


that the Federal government might enter this field of new plant 
financing in depressed areas either through primary loans, through 
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supplementary loans, or through the guarantee of loans made by pri- 
vate agencies.* 

Public financing of private industry beyond the facilitation of loans 
secured by land and general-purpose buildings raises serious questions 
both of principle and of practice. The need of the depressed area may 
determine the principle to be applied, while the methods for supply- 
ing such financing in a satisfactory manner may be conceivably worked 
out.** What must be recognized here is that the revitalization of old 
industry and the creation of new industry in the desired places will 
frequently call for financing that goes far beyond land and buildings, 
and that is not available in adequate amounts or on acceptable terms 
from private sources. Such financing has on special occasions been 
supplied by the Federal government in its foreign economic aid pro- 
grams. The Federal government should earnestly examine the pos- 
sibilities of supplying such financing under appropriate circumstances 
at home. 


Tax Advantages 


Relief from taxation may be a powerful inducement to a company 
to expand its activities and thus to increase employment. A form of 
tax relief that is popular because it is in effect merely a tax defer- 
ment is the permission sometimes granted to defense industries to 
write off new facilities against current income more rapidly than 
would normally be allowed. This permission might be given to any 
industries making new investments in areas of chronic unemploy- 
ment. Other tax concessions may also be considered. 


4. Migration and relief may often be necessary palliatives to chronic 
local unemployment, but cannot be accepted as solutions to the 
problem. 

The migration of people from areas afflicted by chronic unemploy- 
ment to areas where there is a lively demand for labor is going on all 
the time. It is “nature’s way” of solving the depressed area problem. 
But, like most laissez-faire solutions, it takes a very long time and is 
painful to those involved in it. To accelerate migration by offering 
subsidies to those moving would hasten the depreciation of the values 
of homes and facilities in the depressed areas, and would bring distress 
to families who gave up their old associations. And many, who for 
purely economic reasons should move, would refuse to move. So the 


® There should be no need for primary financing by the Federal government. Any 
community which cannot raise some “seed corn” capital itself is not likely to be able 
to make good use of Federal loans anyway. Second mortgage loans or partial 
guaranties of loans made by private institutions would be sufficient help from the 
Federal government.—Alfred C. Neal. 

**In my opinion, it is extremely doubtful whether acceptable solutions can be 
found to the problems raised by this suggestion.—Arthur Moore. 
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further destruction of economic and social values that would result 
from increased migration should not be encouraged until all other 
measures have failed. Subsidized migration is a last resort, an acknowl- 
edgement that the unemployment problem cannot be solved in local 
terms.* 

Relief meanwhile is needed by those who cannot find jobs elsewhere 
or who do not choose to go seek them at the cost of abandoning their 
homes. This relief may be direct—through the extension of unemploy- 
ment insurance benefits—or it may be provided in the form of work 
relief. And any such relief can be supplemented by job retraining 
services and improved placement services. Work relief can be given 
either on public works or through the direction of government pro- 
curement contracts to local firms. But even the more useful forms of 
work relief are mo true substitute for unsubsidized employment, 
which must be the main objective of any program for relieving de- 
pressed areas. 


5. Areas of chronic unemployment are more than a challenge to 
charity or to expediency. They offer exceptional opportunities for 
economic and administrative progress in our society. 

The foregoing brief review of the elements of a program for dealing 
with areas of chronic unemployment makes it clear that any such 
program would be confronted with many opportunities and with 
much uncharted territory. The need for action should be sufficient 
endorsement of an experimental approach. No one can now tell what 
new and rewarding activities may be created by the vigorous applica- 
tion of brainpower and money power to areas that now seem forlorn. 
Many years ago the rise of a Connecticut city was attributed directly 
to its lack of natural resources. “The prosperity of Waterbury,” an 
historian wrote, “has been due primarily to the poorness of the soil 
in the country around it.” The depressed areas today offer a similar 
challenge to ingenuity and determination. They may come to be an 
important part of the endless frontier our dynamic economy is con- 
stantly probing. 


*Such migration is extremely destructive of private and public investments and of 
social institutions. Therefore, economically enforced migration on a considerable 
scale should be regarded as a last resort in any locality. Thus while subsidies for 
migration or specially extended unemployment payments for migrants might be 
desirable in a few extreme situations, it is more probable that such inducements 
would hasten the depreciation of homes and facilities and would appeal more to 
those who ought not to move than to those who might better migrate. Subsidized 
migration is a last resort and should be considered only after a most careful general 
economic and industrial regional survey, as suggested above.—Luther H. Gulick. 


Federal discussions and consideration of the problems of distressed areas in the 
poe years resulted from union petitions and from the appeals of the political 
eaders in these areas, particularly textile communities, which sought assistance in 


obtaining federal contracts, public works and other aids for en employment 


in these localities. Imaginative study and planning are necessary to help create new 
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locational advantages for many of the distressed areas. New public facilities and 
services are often necessary preliminaries to make an area attractive to new in- 
dustry or accessible to markets or able to serve as a new source of raw material. 
Distressed areas are often unable to finance these developments from their own 
revenues. 


Another approach to the problem of assisting distressed or contracting areas is that 
of assistance to contracting or stagnant industries by helping them find new 
markets and new uses for their products or services or otherwise strengthening their 
competitive position and capacity for growth. Provisions for such activities are 
contained in the bills adopted by the Senate and the House Banking Committee 
during the 84th Congress, second session.—Solomon Barkin. 


I cannot agree with the recommendation of the Committee that it is the responsi- 
bility of the Federal government to assume a vigorous program to remove chronic 
local unemployment. 


1. Lawrence, Massachusetts, happens to have been tagged with the dubious honor 
of being the No. 1 Depressed Area and then No. 1 Labor Surplus Area of the 
United States. This has been talked about for more than seven years and yet 
the Federal government and the State government, with Democratic and 
Republican Administrations, have failed to help in any way to alleviate the 
condition. The only exception to the above statement was when the Internal 
Revenue Service established a branch office employing approximately 500 per- 
sons in Lawrence. 


2. It is true that areas of chronic unemployment are more than a challenge to 
charity or to expediency, but the challenge must be met by local interests 
and local groups. It has been met in that way in Lawrence, which is today 
a Labor Shortage Area rather than a Labor Surplus Area. Lawrence today has 
less than 2,000 persons unemployed and the average length of unemployment 
claims is less than three weeks. 


The Federal government’s programs have not been effective, as is illustrated 
by an analysis of the privately controlled Massachusetts Business Development 
Corporation and the Small Business Administration. In two years’ time, the Massa- 
chusetts Business Development Corporation has loaned approximately $8,000,000 
to business in the Commonwealth with most of it going to small businesses, and 
doing so with a small operating profit. During the same period, the Small Business 
Administration made 32 loans, exclusive of disaster loans, for a total loan of 
$1,300,000. 

Private development corporations along the line of the Massachusetts Business 
Development Corporation and those of the other New England states are a better 
answer than any Federal assistance. 

On the question of giving tax advantages, it seems grossly unfair to existing 
business and industry and, in certain states such as Massachusetts, any advantage on 
real estate taxes is specifically prohibited by law. 

Lawrence has come back through the help of the ple in the city and not 
through the wnt of any outside agency of the Federal government. 

I am unalterably opposed to the constant demand that the Federal government 
step in and take care of any given situation whether it be chronic unemployment, 
chronic crop loss, or chronic business loss. 

No program adopted by the Federal government will ever be effective without 
the sincere desire on the part of local interests to see to it that the job of 
alleviating chronic pe mea or any other chronic difficulty is taken care of 
on a local basis.—Kurtz M. Hanson. 


Chronic unemployment has persisted in ey localities throughout the United 


States, even when the American economy as a whole has been very prosperous. Even 
most energetic local efforts have not succeeded in eliminating the serious distress 
in these areas of chronic unemployment. 

Clearly, some further impetus is needed to meet this problem. Only the Federal 
government has the resources to initiate an effective program. 

While the accompanying statement discusses a number of aspects of such a pro- 
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gram, I would like to emphasize the following points which I do not feel are 
adequately covered. 


1. There is a definite role for Federal financial assistance. Federal assistance, if 
properly applied can be used to supplement the efforts of private lenders to 
induce firms to settle in depressed areas. The statement seems to me to be 
deficient in considering this aspect of the Federal program. 


2. Greater consideration should be given those who suffer most from the unem- 
ployment—the workers themselves—who quickly find that they have exhausted all 
state unemployment insurance benefits. Some type of Federal supplementation 
may be needed for these workers. 


3. While public works are an important part of a Federal program, they should 
not be instituted as “work relief”, but projects should be judged on their own 
merit to determine whether they would help to improve the economy of an 
area concerned. 


4. The Federal program must be careful that it does not improve employment 
opportunities in one community at the expense of another. For this reason, 
loans or any other type of assistance should not be given to any firm which 
would locate in a depressed area by closing down or moving its operation 
from any other community in the United States.—Peter Henle. 


I have a number cf reservations with respect to this statement. 


1. As written, the statement places too much weight on Federal responsibility and 
initiative, as distinct from state and local responsibility and initiative. 


2. The most important aid the Federal government can provide is in connection 
with research and planning of the kind referred to under Section 3 of the 
statement. Such aid-might include the services of qualified government experts 
as well as grants (preferably on a matching basis) to help finance necessary local 
studies. 


§. The provision of “technical assistance” can likewise be of great value under 
certain circumstances. However, the Federal effort should not be to supply the 
technical assistance directly, but rather to mobilize the technical resources of 
private organizations. 

4. The provision of special financial incentives, including tax concessions, to en- 
courage businesses to locate or expand in distressed areas, raises grave problems. 
There is always a great danger that inducements of this kind can result in 
the location of industries in areas that will make for permanent high costs. 
Realistic policies should seek to capitalize on the assets of the community or 
area, rather than to provide artificial and largely temporary offsets to its 
liabilities. Only by building on the basis of assets can stable, long-time results 
be achieved 


5.In many cases, poorly conceived, inadequate, or restrictive management or 
labor policies are among the most important factors contributing to the creation 
of distressed areas. Where this is the case, no amount of effort at the economic, 
financial or technical level is likely to have more than a palliative effect. This 
ints again to the overriding importance of dealing with distressed area prob- 
ems on a local basis and largely through the initiative and responsibility of 
local groups. 
6. None of the foregoing is intended to minimize the seriousness of the distressed 
area problem. In dealing with that Beene however, emphasis needs to be 
kept on the primary responsibility of those closest to the scene of action, and 
those most personally and intimately concerned with the welfare of the area. 
There is a role for the Federal government to play, but it is one of encouraging, 
strengthening, and counseling local efforts, rather than one which wi 
supplant or undermine local responsibility. To my mind, the statement as 
written inclines much more to the latter direction than to the former.— 
James C. Worthy. 





1690 


UNEMPLOYMENT PROBLEMS 


Members of the NPA Special Committee on Depressed Areas! 


H. CuHrRIsTIAN SONNE 
(Chairman) 
President, South Ridge 
Corporation 
WILLIAM BATT, JR. 
Executive Secretary, 
Toledo Industrial Development 
Council, Inc. 
Joun A. BAKER 
Legislative Secretary, 
National Farmers’ Union 
SOLOMON BARKIN 
Director of Research, 
Textile Workers’ Union of 
America 
CLYDE BREWSTER 
Brewster Motors, Inc. 
Victor C, DIEHM 
President, Northeast Pennsyl- 
vania Industrial Development 
Commission 
B. L. ENGLAND 
President, 
Atlantic City Electric Company 
HAROLD FurRsT 
Regional Economist, Bank of 
America 
LuTHER H. GULICK 
President, 
Institute of Public Administra- 
tion 
Kurtz M. HANSON 
President, 
Champion International Com- 


pany 


PETER HENLE 
Assistant Director of Research, 
AFL-CIO 


IsaADOR LUBIN 
Commissioner of Labor, 
New York State Department of 
Labor 
ARTHUR MOoRE 
Washington, D. C. 


ALFRED C. NEAL* 
President, 
Committee for Economic 
Development 

CHARLES E. OaKEs ** 
President, 
Pennsylvania Power & 
Light Company 

Eric PETERSON 
General Secretary-Treasurer, 


International Association of 
Machinists, AFL-CIO 


LAURENCE C. PLOWMAN 
Vice President, 
Textron, Inc. 


RICHARDSON Woop 
J. Walter Thompson Company 
HENRY S. WoOopDBRIDGE 


President, Todd-AO Corpora- 
tion 


J. C. WortTHy 
Vice-President, 
Sears, Roebuck and Co. 


*Footnotes by members of the Special Committee are identified by name and are 
indicated by an asterisk in the Committee Policy Statement and in Mr. Miernyk’s 
report. Numerically designated footnotes in the report are by Mr. Miernyk. 

* Action on this report was taken while Mr. Neal was First Vice President, Federal 
Reserve Bank of Boston. 


**Mr. Oakes did not sign the Policy Statement, but has approved the publication 
of the report. 





UNEMPLOYMENT PROBLEMS 


DEPRESSED INDUSTRIAL AREAS— 
A NATIONAL PROBLEM 


by 
William H. Miernyk 


Chapter I 
Introduction 


THE PERFORMANCE of the American economy since the end 
of World War II has been little short of phenomenal. Since 1945 the 
Gross National Product has increased from $214 billion to more than 
$387 billion. Nonagricultural employment during this period in- 
creased from 44.2 million to 56.5 million, a gain of nearly 29 percent. 
Output per man hour in agriculture and manufacturing has increased 
at an accelerated rate as the shift to mechanization has continued. 
Judged by any standards the past decade has been one of unusual 
prosperity. * 

World War II lifted the American economy out of the depressed 
state into which it had sunk during the thirties. Anti-depression 
measures adopted during the latter days of the New Deal, notably 
the agricultural price support program, unemployment compensation, 
old age and survivors insurance, and monetary and fiscal measures 
designed to bolster private investment and consumer spending, helped 
prevent another lapse into depression following the end of hostilities. 
And we emerged from the war with a revitalized and expanding 
private sector of our economy. Business has spent vast sums on re- 
search, and on the development of new products and processes. Much 
obsolete plant has been retired, and new plant construction has kept 
pace with the rapid rise in production and spending. The gloomy 


* This section very much overstates the level of prosperity of the last few years. 
In my opinion, the lost oe for economy growth and prosperity, without 
inflation, during the past four years are much greater than needed to be the case 
or should have been. The author’s glowing statement completely overlooks the 
falling levels of farm family income, even of fully adequate, fully employed family 
farmers, and the depression-low levels to which farm family income has fallen in 
1955 and 1956. This section, also, overlooks the fall in farm implement, automobile, 
and other sales and the drop in profits of small business in rural areas and the 
unemployment resulting therefrom directly stemming from the drops in farm 
income.—John A. Baker. 
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forecasts of the thirties have been supplanted by a generally optimistic 
outlook, though to be sure it is a more guarded optimism than that 
of the “new era of permanent prosperity” of the twenties. There is 
widespread agreement that a repetition of the Great Depression of the 
thirties is unlikely. And we have even moved far in the direction of 
keeping short-term fluctuations in economic activity within reasonable 
bounds. 

But the rapid changes responsible for the sustained prosperity of 
the postwar period have had some unfortunate consequences as well, 
although until recently these were generally overlooked in our pre- 
occupation with the excellent over-all performance of the economy. 
Not everyone has shared in this prosperity. It has been estimated that 
in 1953 and 1954, 10 million out of 49 million families and unattached 
individuals in the United States had incomes before taxes of less than 
$2,000 annually. About half of these low-income units were in urban 
areas. Thus even in these years of unusual prosperity, about 21 per- 
cent of the spending units in the United States were classified as “‘low- 
income families and individuals.” 

There are a number of reasons why there is still a considerable 
amount of relative poverty in the midst of the prosperity which has 
been characteristic of the American economy during the past. decade. 
One of the most important has been the change in agriculture. The 
long-term decline in agricultural employment which began. before 
World War I was sharply accelerated after 1935, and except for a 
brief upturn during World War II has continued since then. Farm 
labor has been displaced by machinery, and despite the significant 
amount of movement of displaced farm workers to nonagricultural 
jobs, there is still considerable underemployment of labor in the 
agricultural areas of the South. New nonagricultural jobs have not 
been developed rapidly enough to absorb all of the workers formerly 
employed in agriculture. As a consequence, a larger number of farm 
workers remain attached to the agricultural sector than would be 
needed to maintain, or even to expand, current levels of agricultural 
production. There is a disproportionate number of low-income units 
in the South in spite of substantial improvement which has taken 
place in that region. 

Other low-income families and individuals are found in metropoli- 
tan centers. In these cases low incomes often result from the inability 
of the individual or the head of the household to find well-paying 
employment. And the incidence of unemployment is often on those 
who lack education or training. Seven-tenths of the heads of urban 
low-income families have had no formal education beyond grammar 
school. The earning ability of many of these individuals is therefore 
highly restricted. 

Behind these statistics lie certain long-term trends which help to 
explain the unusual prosperity of the American economy, but which 
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also help us understand why there are regions or enclaves containing 
a large number of low-income units. Since the turn of the century, 
there has been a marked shift in the industrial structure of the Ameri- 
can economy. The decline in agricultural employment has already 
been mentioned. Our ability to turn out an ever-expanding quantity 
of farm products with a steadily declining number of workers 
provided an ample supply of labor for the expanding manufacturing 
and construction sectors. But there has been continuing and rapid 
technological change in manufacturing, mining, and, to a somewhat 
lesser extent, in construction. Thus, over time, we have been able to 
expand our output in these sectors more rapidly than we have been 
able to expand employment. There has been a steady expansion in the 
so-called “tertiary” activities of trade, service, transportation, and com- 
munication. But trade and service jobs have not opened up rapidly 
enough in all areas to maintain full employment. 

Viewed in the aggregate these employment shifts help explain our 
rising incomes. The key to our prosperity has been the rapid increase 
in productivity in all sectors of the economy where mechanical effort 
has been substituted for human effort. Aggregate measures or indica- 
tors, however, often conceal the problems encountered by some in- 
dividuals or economic groups in adapting to these long-run shifts. 

If modern capitalism is to remain viable, there must be employment 
opportunities for all who are able and willing to work. We have made 
remarkable progress in recent years in raising incomes and improving 
living conditions, But as the brief discussion of low-income families 
in the preceding paragraphs indicates, a substantial segment of our 
population has failed to share in the general prosperity of the postwar 
period. In some areas the problem is one of underdevelopment, and 
in these areas many have never experienced anything but low incomes 
and substandard living conditions. In other areas, economic develop- 
ment has reached an apogee, and these communities are now in a 
period of long-term decline with falling incomes and reduced living 
standards. The problems of these types of areas cannot be overlooked 
in our preoccupation with growth and progress in the economy as a 
whole. 

We have touched briefly in these paragraphs upon the general 
problem of low-income families and depressed areas of various types. 
The remainder of this report deals in the main with depressed in- 
dustrial areas. Since it is not always possible to draw a precise line, 
however, there will be some discussion of depressed areas which cannot 
be accurately included in this classification. 

/ 


The Definition of ‘Depressed Areas” 


It is not easy to define the type of depressed areas to be discussed 
in this report. One of the criteria traditionally employed in defining 
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depressed areas has been the percentage of the local labor force un- 
employed. While this criterion is essential, it is not sufficient for an 
adequate definition of the urban-industrial depressed areas with 
which this report is primarily concerned. Such labor market areas as 
Mayaguez, Ponce, and San Juan in Puerto Rico, are regularly included 
among the areas of chronic unemployment listed by the Bureau of 
Employment Security of the United States Department of Labor. 
These are urban areas, and to some extent they are industrialized. 
But they are more realistically classified as underdeveloped areas than 
as chronically depressed urban-industrial areas. 

There are some borderline labor market areas such as Atlantic City, 
New Jersey, which are not easily classified. There is a high level of 
unemployment in these communities which is a type of protracted 
seasonal unemployment. In Atlantic City, for example, during the 
relatively short tourist season there are numerous job openings. But 
during the remainder of the year there are not enough alternative 
jobs to employ all of those able and willing to work. Consequently, 
the number of workers on the unemployment compensation rolls re- 
mains high throughout most of the year. 

Still other cities, such as Detroit and Toledo, have experienced high 
levels of unemployment, a situation which has persisted for some 
time. But this is more accurately characterized as cyclical unemploy- 
ment than chronic unemployment. While reference will be made 
to the problems faced by communities such as those mentioned above, 
the primary emphasis in this report will be upon chronic localized 
unemployment. Attempts have been, made to define depressed areas 
in terms of the percentage of the local labor force out of work for 
some specified time—usually longer than a cyclical recession. Obviously, 
a community cannot be considered depressed even if there is a high 
percentage of local unemployment, if this unemployment is of short 
duration. 

The communities with which this report is concerned have been 
relatively prosperous areas in the recent past. While not free of the 
problems of cyclital and seasonal unemployment, which are far more 
widespread than those of chronic localized unemployment, these com- 
munities enjoyed prosperity and growth. Then in each of them 
something occurred which changed all this. For a variety of reasons, 
to be discussed in detail in later sections, a significant proportion of 
the local labor force became unemployed, and this unemployment 
has persisted in some cases over a period of several years. Some com- 
munities have proceeded farther toward recovery from these vicissi- 
tudes than others. It is important, therefore, to distinguish between 
the original causes of localized depression and the conditions which 
cause such depression to persist. 
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Chronic Localized Depression— 
Why and Where 


THERE ARE a number of reasons for the sudden loss of a large 
number of jobs in a local labor market area. Chronic, localized de- 
pression is rarely due to a single cause. For analytical purposes we 
may select the outstanding direct cause of economic depression in a 
community. This has been done below. But in any single case there 
will be a combination of direct arid indirect causes of localized depres- 
sion, and these are not always easily disentangled. 


Technological Change 


As mentioned earlier, the key to the increasing prosperity of the 
American economy has been productivity, which in turn stems from 
technological progress. The economy as a whole benefits from such 
technological change, but some of the workers displaced by innova- 
tions or technological shifts are not readily reabsorbed into the ranks 
of the employed. 

One community thus affected is Altoona, Pennsylvania, Until 
recently, Altoona was the largest steam locomotive repair center in 
the United States. The rapid dieselization of railways since the end 
of World War II has changed the pattern of skills required by loco- 
motive repairmen. A large number of fairly specialized mechanics 
were formerly employed in Altoona in the repair shops. But as rail- 
roads switched from steam to diesel locomotives, their skills were no 
longer required. Diesel locomotives are not repaired by the same type 
of mechanic, nor in the same place, as the older steam locomotives.! 

Technological change has also contributed to the displacement, of 
coal miners. Many communities in the coal mining centers of Pennsyl- 
vania, southern Illinois, and West Virginia have witnessed rising local 
unemployment which has been partly due to the replacement of 
miners by mechanical cutters. The shift from steam to diesel loco- 
motives has also contributed to the unemployment of coal miners, 
but more will be said of this later. 


The Migration of Industry 


The cotton textile industry of New England began its mass migra- 
tion to the South during the short but sharp depression which fol- 
lowed World War I. This migration continued for the next two 
decades. It was halted by World War II when the cotton mills of both 


‘Other factors, such as changes in railroad managerial organization, have con- 
tributed to the decentralization of locomotive repair operations. 
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the North and the South were operating at or close to capacity. Since 
the end of the war, there has been a further substantial shrinkage of 
the industry in New England. 

Prior to World War II, the woolen and worsted industry remained 
highly localized in New England. But following the war, this industry 
too began to move south. Mill after mill in New England was liqui- 
dated, while new and modern textile mills, in both the cotton-syn- 
thetic and woolen-worsted industries, were built in the South. Thou- 
sands of textile workers were left stranded in New England, New 
York, and Pennsylvania. The full-fashioned and seamless hosiery 
industries likewise migrated southward displacing many hosiery work- 
ers in the North. And there has been some migration of the glove and 
apparel industries to low labor-cost areas. 

A number of communities have been adversely affected by the out- 
migration of industry. Among those have been the Massachusetts 
textile cities of Lawrence, Lowell, Fall River, and New Bedford; Man- 
chester, New Hampshire; the Utica-Rome area in New York; Phila- 
delphia and Reading in Pennsylvania; Providence, Rhode Island; and 
to a lesser extent Patterson, New Jersey. Other communities, such as 
Brockton, Massachusetts, have experienced a high level of localized 
unemployment due to the migration of shoe factories. 

A community does not recover easily from the sudden impact of 
the liquidation of a large mill or factory. The textile industry is 
labor-intensive; that is, a large number of workers are employed per 
dollar of capital invested. Many of the New England textile mills 
which have been liquidated in recent years employed 5,000 or more 
workers. These mills were not closed down overnight, but when their 
managements decided to liquidate, thousands of workers were laid 
off over a period of several months, and the displaced workers were 
not readily reabsorbed into new jobs. 

The migration of industry is not new in the United States; indeed, 
it has been going on virtually since the beginning of industrialization 
in this country. Although the statistical evidence on this score is 
scanty, there is a strong presumption, however, that there has been 
more sudden movement of industry during the postwar period than 
during comparable periods in the past. The number of communities 
which have become chronic surplus labor areas due to this cause has 
been large. And the communities which have become depressed areas 
due to the migration of industry have often experienced the greatest 
difficulty in adapting to change. 


Shifts in Demand 


Although technological change has contributed to the decline of 
employment in coal mining by reducing employment per ton of 
output, an even more important cause has been a shift in demand 





UNEMPLOYMENT PROBLEMS 1697 


from coal to oil on the railroads, in industry, and in homes. The 
declining consumption of coal has had secondary effects on such com- 
munities as Cumberland, Maryland, for example, where railroad man- 
power requirements have been severely curtailed due to the reduced 
shipments of coal. 

To some extent, the migration of the textile industries from North 
to South has been the result of a shift in the demand for fabrics. The 
new synthetic fabrics which have appeared on the market since the 
end of World War II, have been manufactured for the most part in 
the South. And competition of synthetics with natural fibers has been 
one of the causes of the decline of textiles in the North. 


Protracted Seasonal Unemployment 


Some resort communities, such as Atlantic City, New Jersey, and 
Asheville, North Carolina, have high levels of employment during the 
summer months, but experience so much unemployment during the 
remainder of the year that they are classified as surplus labor areas. 

Other areas such as Durham, and the Winston-Salem area of North 
Carolina, which are important tobacco manufacturing centers, may 
have a balanced labor supply for about four months out of the year 
while tobacco manufacturing is at its seasonal peak. But for the 
remainder of the year, these communities are surplus labor areas. 
These and other communities in the upper South have also felt the 
impact of declining job opportunities in the domestic textile in- 
dustries. 


Tariffs 

While some northern textile communities have become chronic 
surplus labor areas due to the migration of mills to the South, even 
southern textile communities have felt the impact of rising imports of 
textile products. Several communities in North Carolina rely heavily 
upon two types of economic activity: they are seasonal resort centers, 
and they are also textile-manufacturing areas. The relative decline 
in the demand for domestically produced textiles has meant a loss 
of jobs in such communities. When textile employment in these 
areas was high, it helped cushion the seasonal effect of unemployment 
in resort activities. In recent years, however, textile activity in these 
communities has not been high enough to significantly cushion the 
seasonal drop in resort employment. 

Another community which has felt the adverse effects of foreign 
competition is Gloversville, New York, where the local glove manu- 
facturing industry has been depressed for several years partly as the 
result of competition from abroad. 

There has also been a reduction of employment in other industries 
in other areas, such as those manufacturing pottery, glassware, and 
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watches, due to increasing foreign competition. This has led to rising 
unemployment in the communities affected.” 


Depletion of Resources 


Although this has not been a major cause of localized depression, 
a few communities have become surplus labor areas because the basic 
resource which formely supported employment in these areas has been 
depleted. Tacoma, Washington, was classified as a surplus labor area 
for several years. The primary cause of unemployment in this com- 
munity was the diminishing supply of saw and peeler logs. 

The depletion or exhaustion of high-grade and easily accessible 
seams of coal have contributed to chronic unemployment in the 14 
coal mining areas which have been classified as surplus labor areas 
for a good part of the time in recent years. Similarly, the exhaustion 
of accessible and high-grade deposits of zinc, lead, and iron ore have 
produced substantial unemployment in a few areas. 

In other areas, the depletion of resources has not been the primary, 
direct cause of unemployment, but has been a contributing factor. 
Iron Mountain, Michigan, for example, became a surplus labor area 
when the largest firm in the community, a manufacturer of wooden 
station wagon bodies, closed when adequate supplies of steel sup- 
planted wood in this use in 1953. Conditions in this community were 
further aggravated by the decline in lumbering and iron mining 
due to the gradual depletion of resources. 


Other Causes 


There are other causes of persistent, localized unemployment. Some 
industrial communities are heavily dependent upon one industry, or 
even a single large firm, for employment. There may be a substantial 
reduction in the scale of operations of this industry or firm for a 
variety of reasons. While such a decline may not be permanent, it 
may last much longer than that associated with a typical cyclical 
downswing. Local unemployment then rises and remains at a high 
level because of a lack of alternative job opportunities. 

In South Bend, Indiana, for example, unemployment increased in 
July of 1953 as automobile production in the nation began a cyclical 
decline. Production continued to fall off until the third quarter of 
1954. During this period there was a high level of unemployment in 
all auto-manufacturing centers. But automobile production increased 
sharply during the fourth quarter of 1954, and reached record levels 
in 1955. Unemployment declined in the larger automobile centers. 
But while these areas were removed from the surplus labor category, 
South Bend was still classified as an area of very substantial labor 


*For a list of other industries vulnerable to displacement of employment and 
roduction by imports, see Irving B. Kravis, “Wages and Foreign Trade,” The 
ieesiow of Economics and Statistics, February 1956, p. 25. 
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surplus. Production and employment in the local automobile in- 
dustry continued to fall off while in Detroit and other areas it was in- 
creasing. Similarly, the Davenport-Moline-Rock Island area of Illinois 
has experienced a high level of unemployment for extended periods due 
to sustained cutbacks in the production of farm machinery. 


The Location and Magnitude of Persistent Unemployment 


Areas of chronic unemployment are heavily concentrated in the 
northeastern regions of the United States, but are not limited to these 
regions. Thirty-six selected labor market areas in which unemploy- 
ment accounted for at least seven percent of the local labor force 
in March 1955 are listed in Table 1. Collectively these areas ac- 
counted for 10 percent of the nation’s civilian labor force. They con- 
tained over 600,000 unemployed workers, or more than 19 percent of 
the idle workers in the nation. Almost two-thirds of the areas listed 
had been classified as surplus labor areas continuously for at least 
three and one-half years prior to March 1955. 

This was not by any means a complete count of the unemployed in 
depressed areas with more than six percent of the local labor force 
unemployed. And our sample of “minor” depressed areas is small. 
There were 49 minor labor markets classified as areas of labor surplus. 
In some of these—such as the Herrin-Murphysboro-West Frankfort area 
in southern Illinois, Vincennes, Indiana, and the Uniontown-Connells- 
ville area in Pennsylvania—more than one-fifth of the local workers 
were involuntarily idle. Although minor surplus labor areas are found 
in a number of states, almost three-fourths of them were concentrated 
in three states in March 1955. There were 10 minor labor market 
areas in West Virginia, 11 in Kentucky, and 15 in Pennsylvania classi- 
fied as areas of “substantial labor surplus.” 

It is difficult to make a precise estimate of the actual number of 
workers chronically unemployed at a given time because total un- 
employment is due to seasonal and cyclical causes as well as to the 
secular declines which lead to persistent unemployment. And there 
is always a certain amount of frictional unemployment in a free 
labor market due to voluntary quits, job changes, and other short- 
run causes. But in the labor markets under discussion, unemployment 
persists through seasonal and cyclical upswings. It will only be 
eliminated if new jobs are created in the communities, or if there is 
sufficient out-migration to bring the local labor market into balance. 


47557 O—60—pt. 4 25 
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Table 1 
Unemployment In Selected Labor Market Areas, March, 1955 
Unemployed 


State and Labor Labor Force Percent of 
Market Area (March, 1955). Number Labor Force 


Major Labor Market Areas 
California 
San Diego 229,950 
Indiana 


South Bend 103,300 
Terre Haute* 45,700 


Maine 
Portland 61,600 
Massachusetts 


Fall River* 
Lawrence* 
Lowell* 

New Bedford 


Minnesota & Wisconsin 
Duluth-Superior* 
New Jersey 


Atlantic City* 
Paterson 


New Mexico 
Albuquerque 


New York 
Albany-Schenectady-Troy 
Utica-Rome 

North Carolina 


Asheville* 
Durham* 


Oregon 

Portland 
Pennsylvania 

Altoona* 

Erie 

Johnstown* 

Philadelphia 

Pittsburgh 

Scranton* 

Wilkes-Barre-Hazleton 144,300 
Rhode Island 

Providence* 354,741 
Tennessee 

Knoxville 154,000 
Washington 

Tacoma 93,000 
West Virginia & Kentucky 


Charleston* 114,450 
Huntington-Ashland* 86,350 
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Minor Labor Market Areas 

Illinois 

Herrin-Murphysboro-West Frankfort* 60,900 21.8 
Indiana 

Vincennes* 16,400 3,500 21.3 
New York 

Gloversville* 23,100 4,000 17.3 
Pennsylvania 

Clearfield-Du Bois* 35,700 5,200 14.6 

Pottsville* 82,600 14,100 17.1 

Sunbury-Shamokin-Mt. Carmel* 62,250 8,750 13.4 

Uniontown-Connellsville* 52,050 13,050 25.1 


* Continuously classified as areas of labor surplus or substantial labor surplus since 
September 1951. 


Source: U. S. Department of Labor, Bureau of Employment Security, Office of 
Program Review and Analysis; monthly labor market reports of State Employment 
Service Offices, and monthly issues of The Labor Market and Employment Security, 
Bureau of Employment Security, September 1951-March 1955. 
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Chapter III 


Persistent Unemployment and its Effects 


THE MIGRATION of industry, technological change, and other 
forms of economic dislocation are not new. Why is it then, that such 
changes have led to persistent, localized depression in recent times 
whereas we do not have a history of depressed communities existing 
during periods of general economic expansion in the past? The an- 
swers to this question are not easy to find, since a number of complex 
factors are responsible for the persistence of localized depression. 


Reasons for Persistence of Localized Depression 


It might be expected that rising incomes, improved transportation 
facilities, better communications, better knowledge about the effects 
of economic change, and the high level of employment which we 
have experienced since the end of World War II would lead to an 
increase in the mobility of labor. Foreign observers in particular have 
always been impressed by the ease with which Americans move from 
place to place, as well as by the ease of movement among occupations 
in contrast with the high degree of geographic and occupational 
immobility found in many foreign countries. 

There is no evidence that Americans in general are becoming less 
mobile than they were in the past. If anything, mobility has in- 
creased, But again we are speaking of population movements in the 
aggregate. Indeed, it is the movement of persons rather than marked 
differences in natural population growth which has been responsible 
for the steadily shifting center of population in the United States. But 
again, aggregate measures of the movement of people conceal the high 
degree of immobility characteristic of many kinds of displaced indus- 
trial workers. 

Some depressed communities were heavily dependent for employ- 
ment on one or a few large establishments. In the past, the major 
employer or employers in these communities supported a substantial 
proportion of the local labor force. There might have been temporary 
unemployment due to cyclical or seasonal layoffs, but so long as these 
establishments served an expanding market, there was no general 
shortage of job opportunities. Workers in such communities, however, 
are rarely prepared for the consequences of the liquidation of their 
primary source of employment. In mining communities there might 
be virtually no alternative local jobs for the displaced miners. In 
mill or factory towns there is always the possibility that a new con- 
cern will take over the abandoned plant facilities. But even in such 
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cases, rarely has the new employer been able to provide jobs for all 
or most of the former work force.! 

The displaced coal miner or textile worker does not easily migrate 
to other areas when he loses his employment through the shutdown of 
a mine or the liquidation of a mill. There are many reasons for this. 
As mentioned earlier, the younger worker without family responsi- 
bilities who is displaced is often able to move elsewhere. But the older 
worker with family responsibilities does not move so easily. He may 
be tied to his community because of family considerations, property 
ownership, lack of knowledge about alternative opportunities, or 
the realization that despite expanding employment elsewhere jobs are 
not readily available to workers past middle age. One of the most 
important reasons for the failure of displaced workers to solve their 
problems via migration is the high average age of the workers affected. 

In many cases there is a reluctance among the residents of de- 
pressed areas to concede that their communities will remain depressed. 
The unemployed coal miner continues to hope that his mine will be 
reopened, and that he will be called back to work. A displaced textile 
worker in the North is often convinced that the industry will again be 
revived in his community. Even in some of the communities most 
seriously affected by the southward migration of the textile industry, 
‘there remains some hope among the displaced workers that the mills 
will be opened again. This may be true even in some cases where the 
mills have been stripped of their machinery, and the vacant buildings 
offer mute testimony to the permanence of the shutdown. 

Others in depressed areas, of course, are more realistic. They recog- 
nize that old sources of employment are gone permanently. In some 
of these communities vigorous efforts have been made to provide jobs 
for the displaced workers. The typical approach is to try to bring new 
jobs into the community; rarely will the residents of a depressed area 
suggest that sufficient jobs cannot or will not be provided locally to 
take care of the unemployed. 

Some local development activities have been notably successful, 
but others have made little headway. Why is it that some communi- 
ties have been more successful than others in attracting new industry 
or other types of economic activity? In seeking to attract new industry 
to their communities, local development agencies typically cast their 
nets far and wide. Unfortunately, too little attention has been paid 
to the economics of industrial location. The changing pattern of 
population distribution, with the center of population steadily mov- 
ing westward, has altered certain locational advantages which some 
communities formerly possessed. 

Other changes, such as improvements in transportation, and more 
particularly the speed of transportation, have had profound influences 


1For a discussion of such a case, see “Unemployment in New England Textile 
ni y g 


Communities,” Monthly Labor Review, June 1955, pp. 646-7 





1704 UNEMPLOYMENT PROBLEMS 


on the locational structure of American industry. Some depressed 
areas have been more successfully rehabilitated than others because 
of geographical advantages which they have. While they may no 
longer be able to hold or attract certain types of manufacturing plants 
because of the loss of locational advantages for some industries, they 
have been able to attract new types of plants because of a different 
set of locational advantages which they may have gained either 
through action initiated locally or because of changing locational 
circumstances over which the specific community may have little or 
no control. 

The tendency toward greater plant dispersion, and the movement 
of some types of plants away from congested urban centers to smaller 
industrial communities has favored some types of depressed areas 
over others. The shifting locational pattern of American industry is 
not sufficient in itself to explain why some depressed areas have 
revived more quickly than others, but it is one of a number of factors 
which must be considered. 

The rehabilitation of those depressed areas which were formerly 
dependent upon a single major employer has been a difficult process 
in spite of the best efforts of local redevelopment organizations. In 
such communities there is a lack of entrepreneurial talent and experi- 
ence. There is a shortage of local capital and credit. The skills and 
experience of the work force may be narrowly specialized. 

In many cases local business leaders have recognized that their 
survival depends upon the creation of new job opportunities, and 
they have formed industrial development organizations in an effort 
to attract new enterprise to the area. But their lack of experience in 
such matters has hampered the success of their operations. Local 
managerial talent and capital might not be available for the creation 
of new types of indigenous economic activity. And local business lead- 
ers might not be familiar with the techniques of developing loca- 
tional advantages in the community which would attract enterprise 
from outside. 

Although manufacturing activity remains heavily concentrated in 
the northeastern regions of the United States, other regions, notably 
the South and the West, have developed programs to encourage in- 
dustrialization, and have experienced relatively more industrial growth 
than the older manufacturing regions of the United States. One of the 
potential inducements for a manufacturer to locate a facility in a 
depressed area is the availability of an adequate labor supply. Some 
employers have been attracted to depressed areas because of the ease of 
recruiting a work force. 

But the depressed areas of the industrial Northeast face considerable 
competition for this type of employer from other regions, notably the 
South with its vast reservoir of underemployed agricultural workers. 
And in addition to an abundance of labor, these areas may have other 
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locational advantages to offer. In their efforts to attract manufactur- 
ing plants southern communities have engaged in vigorous promo- 
tional activities, and some have developed various kinds of subsidies. 
Some of these communities have granted tax concessions to indus- 
trialists willing to locate within their boundaries. Others have con- 
structed new plants, financed by municipal industrial bond issues, 
which are made available to manufacturers at a low or nominal 
rental. Some have capitalized on state “right-to-work” laws which 
have inhibited trade union organizing activities. Not all manufacturers 
are attracted by such inducements but some are, and they help ex- 
plain the rapid growth of industry in the South and West.? 

A large number of states have established industrial development 
commissions, and each of these is aggressively trying to induce in- 
dustry to locate in that state. In those states where the depressed area 
problem is serious, both state and local industrial development or- 
ganizations have been active. It is difficult to gauge their success, how- 
ever, in view of the large number of factors involved in location deci- 
sions. Some have been more successful than others. To some extent 
this is because of their more advantageous location, and to some extent 
it is due to the fact that some development organizations are better 
than others. But the local business climate in depressed areas also no 
doubt has had some. influence on the success or failure of local indus- 
trial development activities, 

Business climate is a vague and intangible thing, but this is because 
it results from the operation of a number of complex factors. The 
attitudes of business management, local labor leaders, civic leaders and 
the residents of a community combine to create what might be called, 
for want of a better term, the local business climate. Practitioners in 
the art of industrial development assign considerable weight to this 
intangible factor as an influence which encourages or discourages new 
businesses from entering a community. 

Because a favorable business climate is regarded as important in at- 
tracting new industry, civic leaders in some depressed areas have at 
times been reluctant to admit that local economic conditions have 
remained seriously depressed following the out-migration of industry. 
Lawrence, Massachusetts, offers an illustrative case, but the same 
could be said of a number of other communities similarly affected. 

For a number of years after the decline of textiles had begun there 
was little effective redevelopment activity in the community. Law- 
recene became the object of considerable study. Research workers from 
academic institutions, newspapermen and writers for business maga- 
zines publicized this community’s economic distress. Textile employ- 


*A summary of special inducements used by states to attract new industry is given 
in Albert E. Redman, “New State Legislation to Attract New Industry,” a paper 
presented to the eleventh annual convention of the Association of State Planning 
and Development Agencies, Boston, Massachusetts, June 1956. 
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ment, starting from a peak of more than 25,000 during the last 
quarter of 1949, declined virtually without interruption for a period of 
five years. By mid-1952, unemployment had climbed to 15,000 while 
total manufacturing employment declined to 19,000 workers of whom 
about 8,000 were still employed in textile mills. Lawrence was tagged 
as the nation’s most seriously depressed area, and general business 
conditions in the city reached a low ebb. J 

As in a number of other depressed communities, a group of local 
businessmen began to take action. A new mayor was elected on a re- 
development platform, and the Greater Lawrence Citizens’ Committee 
for Industrial Development was established. Among other things, a 
vigorous advertising campaign was launched with emphasis upon the 
availability of plant space and an adequate labor supply. Other efforts 
were made to attract new enterprises and these met with considerable 
success. Several new manufacturing plants were located in the com- 
munity utilizing space in abandoned textile mills. Concurrently, as 
part of the promotional campaign, attention was called to the im- 
provement in local conditions. Because local business conditions had 
seriously deteriorated during the early years of the decline in textiles, 
once new enterprises began to be established in Lawrence there was 
substantial improvement. The local press and spokesmen for the 
community began to deny that Lawrence was now a depressed area. 

Because of these events, Lawrence continued to provide good news- 
paper and magazine copy. But the tone of reports about the com- 
munity began to change. Several well-known news magazines featured 
stories about the revival of Lawrence, pointing to the high level of 
local bank deposits, favorable trends in retail sales, and the number 
of new establishments that had begun operations in the community. 
One such report referred to the “paradox of prosperity side by side 
with a high level of local unemployment.” This in turn led local 
leaders to question the reliability of unemployment statistics. And to 
support the contention that unemployment .was overstated by the 
official statistics, they pointed to the limited increase in local relief 
rolls. 

There is a strong likelihood, however, that unemployment estimates 
in some depressed areas understate rather than overstate actual un- 
employment. Some of the chronically unemployed in these areas ‘“‘with- 
drew from the labor market” in that they no longer engaged in an 
active search for jobs. These workers were available for work, how- 
ever, and considered themselves unemployed although they did not 
show up in the official statistics. 

The evidence of the limited rise in local relief rolls may also be 
misleading. In Lawrence, for example, many workers come from 
clannish families whose members assist one another in times of ad- 
versity. These families are too proud to seek public relief, and so 
long as some members of the family are working they manage to 
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subsist without it. The result is a drop in the plane of living for the 
entire family. The failure of relief rolls to rise is not at all conclu- 
sive evidence that the residents of depressed areas are not suffering 
from a decline in employment. 

It is true that in some depressed areas bank deposits and the dollar 
volume of retail sales increased despite the persistence of a high level 
of unemployment. How does one explain this apparently paradoxical 
situation? In part, of course, these trends represent a genuine im- 
provement in local conditions. But financial indicators, such as those 
cited, have been rising sharply in the nation as a whole over the past 
10 years. Part of this has been due to real increases in production 
and consumption, but between 1946 and 1951, when inflationary 
forces were strongly at work in this country, there was a substantial 
rise in prices. By comparision with an appropriate base period, one 
may show that bank deposits and money in circulation had increased 
even in those communities which had suffered from substantial, per- 
sistent unemployment over a period of several years. 

Another factor which helps explain why business activity in general 
has not declined as much as employment, has been the practice of 
sharing the work that is available in some areas. The practice of 
staggered employment of job-sharing has a long history in Lawrence, 
for example. Even prior to the advent of unemployment compensa- 
tion, available textile jobs were often shared among a larger number 
of workers than could be fully employed by the industry. Following 
the adoption of unemployment compensation, this practice became 
even more widespread. Under a program of job sharing, two workers in 
effect hold down a single job. While one is employed, his alternate is 
drawing unemployment compensation. After some interval the em- 
ployed worker is laid off, and begins to draw compensation, while 
his alternate returns to work in the mill. Thus it is entirely possible 
that a total of 5,000 textile jobs might be “held” by approximately 
10,000 workers. The result may be more accurately described as under- 
employment than persistent unemployment. But the effects are in 
many ways the same. There are not enough jobs available locally to 
provide steady employment for the number of workers attached to 
the industry. 

Another effect of this must be noted. If a community maintains a 
large proportion of its labor force steadily on the unemployment 
compensation rolls, other communities in the state are subsidizing the 
unemployed of that area. This also helps explain why local retail 
sales and bank deposits did not decline in proportion to the decline 
in employment. The practice of staggered employment or job-shar- 
ing, it should be added, is not limited to Lawrence or the textile in- 
dustries. It is found in other areas which have been classified as 
surplus labor areas by the United States Department of Labor. 
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There can be no doubt that in recent years conditions have im- 
proved substantially in Lawrence. And much of the credit for this 
must go to the local businessmen and civic leaders who sparked the 
drive for new industry. But long before such improvement was evi- 
dent, spokesmen for the community were vigorously denying that 
Lawrence could legitimately be considered a depressed area. This was 
evidently part of the promotional program designed to convince in- 
dustrial propects that this community enjoyed a good business climate. 
Those in charge of local redevelopment activities also felt that the 
problems of Lawrence could be solved without outside assistance. 
This led to some conflict of opinion within the community. And there 
was criticism of the publicity campaign which minimized the serious- 
ness of unemployment in the community. This promotional campaign 
was labeled a “conspiracy of silence” by a prominent labor spokes- 
man who was critical of civic leaders for their failure to support a 
broad program of remedial measures to assist in the rehabilitation of 
depressed areas. 

A history of bad labor-management relations may also contribute 
to an unfavorable local business climate. Some communities have 
been given the name of a “bad labor town” perhaps because of in- 
dustrial conflict which occurred many years in the past. It is true that 
the scars of labor-management conflict may heal slowly, but they do 
not persist indefinitely. Often those who regard a community as an un- 
healthy potential location for a business establishment becaus€ of a 
history of labor-management conflict are no longer aware of the 
specific conflicts which gave this community its reputation for un- 
favorable labor-management relations. But this reputation may hang 
on unless positive steps are taken to change matters. Active coopera- 
tion among civic, business, and labor leaders in industrial develop- 
ment activities may go far toward removing this stigma. Toledo, 
Ohio, for example, was at one time regarded as an industrial city 
with unhealthy labor-management relations. But the active participa- 
tion of labor leaders with business and civic leaders in labor-manage- 
ment conciliation and industrial development activities has done much 
to change this viewpoint.* 

The presence or absence of aggressive leadership in redevelopment 
activities also contributes to the local business climate. In some com- 
munities there has been little leadership of this sort, and progress has 
* As written, this statement assumes that the only problem of labor-management 
relationships is the reputation for difficulties in the past, and that this problem can 
be overcome by publicizing the sweetness and light that now prevails. Unfortunately, 
the problem is not so simple. Poor labor-management relationships do in fact con- 
tinue to prevail in certain areas and to act as a handicap to economic growth. No 
amount of “public relations” effort can disguise the fact of such relationships or 
their consequences. This is not to assess the blame for such conditions; labor as 
well as management must assume its share of responsibility, not only for contribut- 


ing to existing conditions but for providing a solution to them. And this solution 
must be real, not a facade.—James C. Worthy. 
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been slow and halting. In others, such as Manchester in New Hamp- 
shire, Scranton in Pennsylvania, and Herrin in Illinois, the cooperative 
efforts of all groups associated with development activities have re- 
ceived widespread attention. The unemployment problems of these 
communities have not been entirely solved by cooperative local ef- 
forts; but there can be little doubt that conditions in these and other 
communities which have had aggressive and intelligent leadership are 
much better than they would have been in the absence of these efforts. 


Effects on the Community 


Many of the communities which have become surplus labor areas 
have experienced gradual deterioration. There is a negative multiplier 
effect in those communities which have lost a substantial proportion 
of their basic income-creating activities. When a coal mine shuts down 
in a community heavily dependent upon mining for its support, for 
example, local merchants who derive a substantial proportion of their 
trade from the miners lose an important source of revenue. Trade and 
service establishments, similarly, cannot be patronized by the un- 
employed at least to the extent of earlier periods of relatively full 
employment in the community. 

In those communities where the migration of industry has been the 
primary cause of chronic localized unemployment, industrial plants 
undergo a similar deterioration, along with the effects described above. 
Some of the older abandoned textile mills are huge structures. Al- 
though they may have been fully depreciated in an accounting sense, 
they were still useful and usable at the time of their abandonment. 
Now many of them stand empty. Some have been partially utilized by 
new establishments, but few of the communities formerly heavily de- 
pendent upon textile operations have been able to use all of their 
abandoned industrial plant. 

There is a waste of social capital in these communities as well. In 
some of them schools, libraries and similar facilities are underutilized 
and are not receiving proper maintenance attention. In particular 
where there has been a decline in population, there is underutiliza- 
tion of such social capital. Roads, civic buildings, parks and similar 
community facilities suffer from a lack of proper maintenance. Some 
of these communities were relatively drab before they became surplus 
labor areas. Now this is accentuated by empty business buildings, run- 
down homes, unpainted schools, and other signs of neglect. 

As might be expected, there has been an out-migration of popula- 
tion from many of the depressed communities. But who are those who 
leave these areas? In general, it is the young and unattached workers 
who move elsewhere in search of better opportunities. They leave 
behind the older members of the work force, and those with family 
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responsibilities. Since the average age of the displaced workers who 
remain in the depressed communities is high, they are often unable 
to obtain new employment even when new industry comes to these 
communities, attracted there perhaps by the availability of an 
abundance of labor. 

A high level of unemployment in a local labor market area also 
exerts downward pressure on wages. The type of industry which may 
be attracted to a surplus labor area often locates there in search of low- 
cost labor. In several of the textile and mining towns of the North- 
east, for example, the apparel industry has been expanding. The new 
establishments generally pay substantially less than the wage formerly 
earned by textile workers or coal miners. Apparel factories do not 
locate in coal mining communities to provide jobs for former miners. 
The wives and daughters of the miners, however, are employed in 
these establishments, generally at the prevailing minimum wage. 

Another effect which cannot be overlooked is the loss of morale. 
The term “depressed area” is an accurate one. It applies to these 
communities not only in the economic sense, but also in a psychological 
sense. The average worker is unable to understand the causes, eco- 
nomic and otherwise, which have created unfavorable conditions in 
his community. He may be inclined to blame local politics and politi- 
cians for the unhappy state of affairs. 

The displaced worker is unable to understand why someone does 
not “do something” about local conditions, and, in view of our ex- 
tensive foreign aid programs, he may ask “if we can do so much for 
people abroad, why can’t something be done for those of us at home 
who have no jobs?” This reaction is understandable in view of the 
pronouncements often made by those seeking election to public 
office. Political promises are made to the residents of depressed areas 
during election campaigns. While the average American voter may 
have long since learned to discount such pronouncements with re- 
spect to many issues, the residents of depressed communities appear 
to take political promises literally. They expect that when office- 
seekers come to their communities in search of votes and promise 
remedial measures, they will take steps upon election to initiate such 
measures. When candidates representing both parties promise aid 
time and again, and such aid is not forthcoming, the displaced work- 
ers in these communities often develop a cynical attitude. The dis- 
content bred by such conditions could easily be exploited by critics 
of our political and economic system. 

Business and community leaders have not been willing to sit by 
and watch the deterioration of their communities without attempting 


*For an excellent discussion of the consequences of declining ee and 
A 


population in a depressed area, see Lawrence Facing the Future, eport of the 
Center for Field Studies, Graduate School of Education, Harvard University. June 
1955, pp. 9-10. 
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some action to reverse the trends of declining employment and busi- 
ness activity. The general pattern has been for a group of local busi- 
ness and civic leaders, often joined by labor leaders, to form local 
industrial development organizations. Their object is to raise money 
to encourage manufacturers to locate plants in depressed areas, and 
often to construct new plant facilities which are intended to act 
as inducements for the location of manufacturing establishments in 


these areas. The next chapter discusses these efforts, their successes 
and failures. 
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Chapter IV 


Case Studies of Local and Area 
Redevelopment Activities 


VIRTUALLY ALL of the major surplus labor areas have established 
industrial development or redevelopment commissions in their efforts 
to provide employment for displaced workers. Generally these work 
closely with state development organizations. Some have been notably 
successful while others have not. Unfortunately, it is not easy to 
determine why some local redevelopment activities have been more 
successful than others. This is one of the questions which requires 
further investigation. Before a workable program to eliminate de- 
pressed areas can be fully developed, this question, and others to be 
discussed later in this report, must be answered. The redevelopment 
activities for three types of depressed areas will be discussed in this 
chapter: local communities, regional areas, and rural-industrial areas. 


Community Redevelopment Programs 


A typical plan followed by a local development organization is as 
follows: an industrial development commisson made up of community 
leaders is established. One of the first tasks they assign themselves is 
that of raising funds for redevelopment. Funds are solicited from 
local businessmen, and often workers in the community contribute as 
well. These funds are then used for the construction and develop- 
ment of industrial parks, and in some cases, for the construction of 
new plant facilities. Part of the funds are often used for advertising 
purposes. The availability of plant space and of an ample supply of 
workers are generally given prominence in such advertisements. 

In Lowell, Massachusetts, for example, the Lowell Development and 
Industrial Commission has been in operation for a number of years. Its 
operating budget is underwritten by the city, and the Commission 
has been concerned with a long-term redevelopment plan for this 
community which has been steadily losing textile jobs since the 1920's. 
A separate organization, the New Industrial Plant Foundation, was 
established to develop a 110-acre industrial park. For this purpose a 
total of $120,000 was raised in pledges from local businessmen. At the 
time the industrial park was programmed, there were approximately 
400,000 square feet of unused plant space available in the community. 
Leaders of the Foundation, however, felt that the unused plant space 
in older, multi-storied buildings would not serve to attract industry 
to the community since industry today has a preference for the one- 
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story, well-lighted plant. The efforts of the Commission and Founda- 
tion have met with some success. Several branch plants have been 
located in this community, and the local employment situation has 
improved, But in February 1956, Lowell was still classified as an area 
of substantial labor surplus. 

A somewhat different approach was followed by two development 
commissions in New Hampshire. In Manchester, an organization 
known as Amoskeag Industries Incorporated purchased the plant of 
the Amoskeag Manufacturing Company, formerly the world’s largest 
textile mill, after this mill had been liquidated as a going textile 
concern. The building was purchased in 1936 for $5 million. A half 
million dollars was raised from the sale of shares in the corporation, 
and the remainder was mortgaged. By 1953, a total of 127 companies 
were operating in the former Amoskeag property. Out of acquired 
surplus, Amoskeag Industries has constructed one new building, and 
helped to finance another. This provided space for three additional 
establishments. The local employment situation was unquestionably 
helped by these aggressive redevelopment efforts, although in February 
1956, Manchester was classified as an area of moderate labor surplus. 

A similar effort was made in Nashua, New Hampshire. When the 
Nashua Manufacturing Company, which formerly made sheets and 
blankets in that city, was liquidated by Textron, Inc., Nashua lost the 
largest employer in New Hampshire. The announcement that this 
mill was to be liquidated had aroused a storm of protest from trade 
union leaders and others. A congressional subcommittee held hear- 
ings in Nashua to determine the causes of this liquidation and its 
probable consequences. Partly as a result of this protest, Textron as- 
signed an experienced executive to assist in the program of attracting 
new industry to Nashua. An organization known as the Nashua Foun- 
dation acquired the Textron property for half a million dollars. A 
number of small companies began operations in the abandoned textile 
plant. These concerns employed a combined work force of only 
slightly less than that formerly employed by the textile mill. 

The above examples illustrate two approaches to the probem of 
local redevelopment. In Lowell, the Development Commission con- 
centrated its efforts on the construction of modern plant facilities 
hoping thus to attract new manufacturing enterprises to the com- 
munity, In Nashua and Manchester, on the other hand, existing plant 
facilities, despite their age and structure, were filled with smaller, and 
more highly diversified manufacturing concerns. But there is one 
significant point common to both of these approaches. ‘The primary 
attraction for the location of new establishments in these communities 
was plant space and the availability of an adequate labor supply. 

Local development organizations concentrate their efforts on the 
attraction of new business enterprises to their communities. They 
assume that, given new job opportunities in the community, the labor 
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market—with the assistance of the local employment service office— 
will take care of itself, and the unemployed will move into the newly- 
created jobs. The rapid recovery of Nashua suggests that in this 
community there was a rather successful adaptation of the local labor 
supply to the increased demand for workers. In Manchester and 
Lowell, however, not enough new jobs were created to remove these 
communities from the surplus labor category although local condi- 
tions definitely improved. The efforts of state and local development 
organizations in two other cases are notable, however, because they 
took additional steps to those described above. In both of these, 
specific programs were initiated to place displaced workers in newly- 
created jobs. 

In 1951, the M. T. Stevens Company liquidated its Hockanum 
Mills in Rockville, Connecticut. An announcement of the impending 
liquidation preceded the actual shutdown and the Connecticut Em- 
ployment Service undertook an experiment to assist the transfer of the 
1,200 workers in this mill to new jobs. The Employment Service ad- 
ministered aptitude tests to those workers who wished to take them. 
On the basis of these tests an inventory of skills and aptitudes was 
prepared. In cooperation with the Connecticut Development Com- 
mission and other agencies, this inventory of workers and their apti- 
tudes was brought to the attention of prospective employers. 

Within two years of the liquidation, about half the space in the 
abandoned mill had been occupied by new concerns, and by that 
time about half of the former Hockanum workers had found or been 
placed in new jobs locally. The experiment was not an unqualified 
success, however. Not all of the displaced workers were reemployed. 
A substantial number of older workers, in particular, were not ab- 
sorbed by the new establishments coming to the area. But there can 
be no doubt that positive efforts to find employment for the displaced 
workers accelerated the process of adapting to change. 

A somewhat similar experiment was conducted in Utica, New 
York. Here an effort was made to retrain displaced workers to fit them 
for new jobs. The liquidation of textile mills in the Utica area dur- 
ing the recession of 1948-49 had produced a high level of unemploy- 
ment. The State Industrial Development Commission, in cooperation 
with civic leaders, stimulated the establishment of a local action com- 
mittee. A retraining program was established using the facilities of 
local educational institutions, and a vigorous redevelopment program 
was initiated in an attempt to induce new manufacturers to locate 
plants in the area. 

More than 1,000 of the displaced workers took advantage of the 
opportunity to obtain training in a new line of work. And most of 
these were successful in finding new employment. Others who did not 
participate in the training program found jobs in some of the new 
establishments in unskilled occupations. While this program again 
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was not an unqualified success, since it did not lead to the successful 
reemployment of a significant proportion of the former textile work- 
ers, it clearly indicated the desirability and practicability of develop- 
ing retraining programs in depressed areas. 

The above examples illustrate various methods adopted by local 
groups in their attempts to rehabilitate depressed communities. Some 
of them involve cooperation with state development agencies, but this 
is typical in those states containing a significant number of depressed 
communities. The success of these and other efforts have varied con- 
siderably from locality to locality. 

These cases suggest that there is not a single, simple solution to 
the complex problem of depressed areas.* New jobs were created for 
displaced textile workers in Nashua without the construction of 
modern plants, and without a program of aptitude testing and re- 
training. The city of Lowell, on the other hand, was not able to sell 
vacant space, but made progress toward solving its employment prob- 
lems by the construction of new plants. Vigorous placement efforts in 
Rockville, and a retraining program in Utica helped mitigate the 
problem of localized unemployment. Yet all but one of the communi- 
ties mentioned above have continued to appear on the list of surplus 
labor areas. While local development activities may be a necessary 
part of a broader program, they may not be sufficient alone to elimi- 
nate pools of chronic unemployment even during periods of generally 
expanding employment in the country as a whole. 


Area Redevelopment Activities 


The anthracite coal area of Pennsylvania provides an example of 
localized depression that extends well beyond the boundaries of a 
single labor market area. Most of the anthracite coal in the United 
States is narrowly concentrated in five Pennsylvania counties. The 
decline of the anthracite coal industry in the United States started 
even before the onset of the Great Depression. In 1930, coal mining 
accounted for more than 60 percent of employment in this area. By 
1950, slightly more than 40 percent of the local labor force remained 
in mining. During the interim there had been an increase in manuv- 
facturing activity in the anthracite area. As mining declined, employ- 
ment in the manufacturing industry increased, although the number 
of new jobs created by the growth of these industries in the area was 
far less than the number of mining jobs lost. 


* Precisely because there is no “single, simple solution to the complex problem of 
depressed areas,” national programs, centrally conceived and administered as else- 
where recommended in this report, are likely to be of little effect. Necessarily, na- 
tional solutions tend strongly in the direction of oversimplification, uniformity, and 
abstraction—not from any lack of ability or understanding on the part of govern- 
ment officials but simply from the administrative requirements of bureaucratic 
organization.—James C. Worthy. 
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Over the past two decades, because of the dwindling market for 
anthracite coal, the employment of males has steadily decreased. Be- 
cause of the loss of job opportunities for men, population in the 
anthracite area has been declining since the 1930's. There has been a 
substantial out-migration, particularly of the younger members of 
the labor force. Several communities in the anthracite counties are 
chronic labor-surplus areas. Scranton, Wilkes-Barre, and Hazleton 
are classified and have been for some time, as areas of “‘very sub- 
stanial labor surplus.” Other smaller communities also in this classi- 
fication are Sunbury, Shamokin, Mount Carmel, and Pottsville. 

Unlike the depressed textile areas of New England which are quite 
highly localized, the chronically unemployed coal miners of Pennsy]- 
vania are spread over a fairly wide area. Recognizing the limitations 
of a piecemeal approach in such a situation, leaders in various com- 
munities in this area organized the Northeastern Pennsylvania In- 
dustrial Development Commission (NPIDC) about four years ago. 
This Commission was created to attract manufacturing establishments 
to the anthracite coal area. Community development organizations 
are expected to take active leadership, with the local programs co- 
ordinated by the area-wide Commission. The NPIDC hopes to ac- 
complish its object of rehabilitating this depressed area by pursuing 
the following steps. First, local development organizations have been 
urged to acquire good industrial land sites. The. second step is to 
raise industrial funds, primarily for the construction of new plant 
buildings. The local organizations have been urged to establish build- 
ing committees to supervise the construction of general-purpose indus- 
trial buildings in what the NPIDC calls “shell form.”? 

Some of the communities in this area including Scranton, Wilkes- 
Barre, Pittston, and Pottsville, have already constructed general-pur- 
pose buildings without specific industrial prospects. All of the build- 
ings erected in shell form were either sold or leased shortly after con- 
struction. Local communities have been urged to continue with the 
construction of more general-purpose industrial buildings in con- 
junction with an aggressive program to develop new industrial pros- 
pects. The Commission has also suggested that local efforts should 
include the preparation of inventories of available labor, and the 
establishment of vocational training schools. Union officials have been 
asked to participate in the program and to pledge their cooperation 
with prospective employers. 

Since the end of World War II, 14 communities in the anthracite 
area have raised a total of $8,461,000 for redevelopment purposes. 
They have helped to finance the establishment of 59 manufacturing 
plants in this area, which employed 11,899 workers early in 1956. The 


1 This proposal is similiar to one which has been made by William Batt, Jr., of the 
Toledo Industrial Development Commission. The plan is now beginning to spread 
to other depressed areas. 
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potential employment of these establishments, if operating at full 
capacity, has been estimated to be in excess of 23,000.2 This gain of 
nearly 12,000 jobs is significant, but it has failed by a substantial 
amount to offset the 41,000 jobs lost in coal mining between 1946 
and 1955. Actually, the net gain in manufacturing employment dur- 
ing this period was only about 6,000 workers, as there has been some 
turnover in manufacturing plants locating in this area. 

The redevelopment of the depressed anthracite communities has 
only recently been started in earnest, however, and while the solu- 
tion of the problems of northeastern Pennsylvania is not assured, the 
prospects are far from discouraging. For one thing, the anthracite 
area is not unfavorably located for the growth of many types of manu- 
facturing industries. It is reasonably close to steel-producing areas. And 
it is close enough to have access to executive talent in the greater New 
York area. There are excellent rail transportation facilities in the 
region. It could be an excellent location for many types of heavy in- 
dustry. The area is well supplied with power, and with unused power 
potential. Although it is too early to tell how successful the redevelop- 
ment program might be in the long run, there is some justification for 
the optimism of the leaders of this redevelopment program. 

A situation similar in many respects to that described for the 
anthracite area of Pennsylvania exists in the bituminous coal area 
of southern Illinois. Between 1920 and 1950, employment in Illinois 
coal mines declined from 85,000 to 28,000, and by 1954 there had 
been a further drop to 15,000 workers employed in the mines. At the 
end of 1955, it was estimated that there were almost 20,000 unem- 
ployed persons in the 16 southern counties of Illinois. A survey con- 
ducted by the Illinois State Employment Service, in cooperation with 
Southern Illinois University, revealed that about 75 percent of the 
unemployed had held their last jobs in southern Illinois. All but 
three percent regarded southern Illinois as their permanent home, and 
more than half (52 percent) owned the homes in which they lived. 

A number of smaller communities in this area are among the 
chronically depressed. These include Herrin, Murphysboro, West 
Frankfort, Mount Carmel, Olny, and others. The situation in south- 
ern Illinois has been aggravated by depressed conditions in local agri- 
culture. It has been estimated that during a recent 10-year period, 
there was a decline of more than 6,000 farms in the 16-county area. 
The problems of this region are again not as highly localized as those 
of the textile communities of New England, but encompass the entire 
area covered by the 16 southernmost counties of the state. 

To develop a coordinated program of rehabilitation, a development 
organization known as Southern Illinois Incorporated was established 
soon after the end of World War II. Local Chambers of Commerce, 


*This figure is based upon reports published by the Federal Reserve Bank of 
Philadelphia. 
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and the industrial development departments of railroads and utilities 
serving this region have cooperated with Southern Illinois Incor- 
porated in its efforts to attract manufacturing jobs to the area. It has 
been estimated that the combined efforts of these organizations have 
added an average of about 1,000 new manufacturing jobs per year 
since 1946. In spite of this, however, the area remains dotted with 
communities classified as areas of substantial or very substantial labor 
surplus. 

Individual communities appear to have taken the initiative in trying 
to attract manufacturing establishments. Some have been more success- 
ful than others. The town of Herrin, for example, has succeeded in 
attracting five major plants, which employ aproximately 3,000 per- 
sons. According to Southern Illinois Incorporated, development activi- 
ties are being retarded by a lack of capital, and funds to purchase 
sites and to finance buildings have been inadequate. 

The outlook and attitude of this organization differ in one important 
respect from those of development organizations discussed thus far. 
The redevelopment of the 16 southernmost counties of Illinois has 
been viewed specifically as an area problem. Nor has there been 
emphasis solely on the attraction of new manufacturing facilities to 
the area. The five southern counties, in particular, are known to have 
extensive coal reserves. At present, however, the area is at a transpor- 
tation cost disadvantage. Southern Illinois Incorporated has proposed 
the construction of an inland water barge route from the Mississippi 
up the big Muddy River to the Franklin-Jefferson County line. This 
organization has also advocated the development of a pilot plant for 
the extraction of chemicals from coal, and for exploring new uses for 
coal carbon residues. 

Along with this, Southern Illinois Incorporated hopes to encourage 
the expansion of industry to take up the slack created by the decline 
of employment in coal mining and agriculture. Leaders of the organi- 
zation have also advocated a program of retraining for displaced work- 
ers, although no positive steps have been taken to implement this 
recommendation. The significant feature of Southern Illinois Incor- 
porated is its area approach and viewpoint, and its proposals for area 
redevelopment to correct the unfavorable employment situation in the 
specific communities involved. 

To assist in the broad program of redeveloping southern Illinois, 
Southern Illinois University, at Carbondale, has established a Depart- 
ment of Community Development. The purpose of this department is 
to “provide practical assistance in the solution of local problems, and 
to help bring about the full development of . . . southern Illinois com- 
munities.” Upon the invitation of interested citizens, this Department 
assists in organizing community self-study and action groups. The 
University provides a consultant to work with the community group 
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for the period of study. Specialists in various fields are brought in 
when necessary. 

Under the guidance of these consultants, the local group makes an 
inventory of resources, and an evaluation of all aspects of the local 
community. Surveys are conducted to obtain necessary data by fact- 
finding committees made up of members of the local group. The group 
meets weekly to discuss the progress of the study. A “guide to citizen 
action” has been prepared by the Department to ensure that the study 
will be comprehensive, and that it will be developed along logical and 
systematic lines. 


Rural-Industrial Depressed Areas 


A third type of depressed area does not fit into either of the cate- 
gories discussed above. Persistent unemployment is to be found in 
small industrial towns in the predominantly rural area of eastern Con- 
necticut. In Massachusetts, Rhode Island, and some of the communi- 
ties of New Hampshire there was in the past a heavy concentration of 
textile mills in urban-industrial centers. But in Connecticut, textile 
mills were established in a number of small towns in Tolland, Wind- 
ham, and New London counties. These three counties comprise about 
one-third of Connecticut's total area, and have a population of roughly 
one-fourth of a million persons. The effects of the decline in textile 
employment, therefore, are spread over a relatively wide area. But as 
in the urban textile centers of Massachusetts, New Hampshire, and 
Rhode Island, the loss of textile jobs has resulted in a certain amount 
of chronic unemployment since new industry has not moved into the 
tri-county area to take up the slack left by the out-migration of textile 
mills. By 1938, it was estimated that one-fourth of all industrial space 
in eastern Connecticut was vacant, and in one community 90 percent 
of the plant space formerly devoted to manufacturing was unoccupied. 

During World War II, conditions in eastern Connecticut improved 
temporarily. Pratt and Whitney located a plant in this area during 
the war, and when their operations ended following the war, the plant 
was taken over by the American Screw Company. The latter, however, 
hired only a small percentage of the unemployed workers available. 
Other small plants were established at Stonington and Groton, but 
they, also, were able to employ only a fraction of the workers seeking 
employment. 

As manufacturing employment declined, population growth in the 
three counties of eastern Connecticut lagged behind that of the rest 
of the state. In the fall of 1951, these three counties accounted for 23 
percent of the state’s unemployment, although they account for only 
12.5 percent of the population of Connecticut. The construction of 
new manufacturing facilities in this area has also lagged. The three 
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counties accounted for 9.2 percent of Connecticut’s manufacturing 
employment in 1947, but only 2.5 percent of new manufacturing con- 
struction had taken place in this area. Other indicators of economic 
activity, such as the volume of retail trade, lag behind those of the 
rest of the state. And per capita incomes are estimated to be at least 
$400 below the average for Connecticut. 

As employment declined, certain public services were curtailed. This 
area is also deficient in doctors, dentists, and public health facilities 
compared with the rest of Connecticut. In 1951, only one municipality 
of the 49 townships in the area had a full-time health officer. A bro- 
chure published by the Connecticut Development Commission in the 
fall of 1951 stated that “degeneration of the area’s economic wellsprings 
led to the degeneration of the whole fabric of community life.” 

The Connecticut Development Commission, which has an outstand- 
ing overall record, has made strenuous efforts to rehabilitate the de- 
pressed portion of the state. But it has met with relatively little success, 
although this should not be ascribed to a lack of effort on the part of 
the professional planners and others who serve the Commission. To 
focus on the economic development of this area, the Connecticut De- 
velopment Commission encouraged the formation of the Tri-County 
Development Corporation which has as its purpose “the promotion 
and development of industrial and related economic and community 
activities as may be required to further the employment and general 
economic opportunities of the area included in Tolland, Windham, 
and New London counties.” 

The principal activity of the Corporation is the development of 
industrial properties to be leased or sold to manufacturing companies. 
The Connecticut Development Commission has urged the Ways and 
Means Committee of the House of Representatives to revise the In- 
ternal Revenue Code to permit rapid amortization and accelerated 
depreciation of plant assets, hoping thus to induce the new location of 
manufacturing facilities in the three-county area. 

The program of the Tri-County Development Corporation is evi- 
dently based on the assumption that the lack of industrial growth in 
eastern Connecticut is primarily due to an absence of adequate indus- 
trial plant facilities which could be made available to prospective 
owners or tenants on favorable terms. In part, the expectation that 
modern industrial plants at reasonable rentals would serve to attract 
industry to this area is traceable to the success which some southern 
communities have had in attracting industry by providing community- 
financed, low-cost plant space. But it must be pointed out that there 
have been many other inducements for manufacturers to locate in 
southern communities besides the attraction of low-cost modern indus- 
trial plants. The effects of low-cost labor, cheap power, tax concessions, 


* Articles of Association of the Tri-County Development Corporation. 
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and an anti-union climate in some of these communities cannot be 
overlooked. 


The above cases illustrate a variety of approaches to the problem 
of the redevelopment of depressed communities and areas. Where such 
programs have been in operation for some time they have met with a 
measure of success. But in few of the depressed areas has there been 
more than improvement of a bad situation. Much remains to be done.* 

Industrial development commissions in the depressed textile com- 
munities of New England have operated essentially at the community 
level. Although these organizations have worked in close cooperation 
with state development agencies, they have operated on the whole with- 
out establishing liaison with one another. Indeed, most of them are 
in active competition with one another for new manufacturing facili- 
ties upon which they base their hopes of finding a solution to their 
local unemployment problems. 

The depressed coal mining communities of Pennsylvania and Illinois 
have worked more closely with one another, or at least through organi- 
zations which attempt to coordinate the efforts of individual communi- 
ties. The same has been true of the communities in eastern Connecti- 
cut. While these local and area-wide groups have sought the assistance 
and guidance of state development agencies and others, the emphasis 
has remained upon local initiative and action. 


‘See Albert E. Redman, op. cit. 


* The great accomplishments of these community and area problems should nodt be 
minimized because much remains to be done. They should, instead, be the main 
age to what can be done in the future. In particular, these achievements should 
e kept in mind during the discussion of proposed Federal programs that follows 
in this report. Federal participation should be aimed at drawing out more local 
initiative, not trying-to curtail or replace it.—Arthur Moore. 
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Redevelopment Activities at the State Level 


THE FOCUS of state development agencies has been somewhat 
broader than that of local development organizations. But even in 
those states where localized unemployment has been a problem for 
some time, state agencies have not been able to concentrate exclusively 
upon the problems of depressed areas. These agencies have broader 
responsibilities. They willingly provide assistance and guidance to local 
development groups, and whenever possible steer new employers to 
surplus labor areas. But rarely have they been able to do more than 
this. The one possible exception is the Rhode Island Development 
Council, since the only major labor market area in this state has been 
in the surplus labor category for several years. After discussing the 
activities of this Council, two other types of state agencies will be con- 
sidered: The Pennsylvania Industrial Development Authority, and 
state development credit corporations. 


The Rhode Island Development Council 


Rhode Island is the smallest state in the union, and one of the most 
heavily industrialized. The Providence labor market includes the con- 
tiguous communities of Woonsocket and Pawtucket, both formerly 
important textile manufacturing centers. Textile employment in 
Rhode Island fell sharply during the recession of 1948-49. There was 
an upturn in textile employment beginning during the second half of 
1949, but this revival was all too brief. Textile employment resumed 
its downward trend from a peak of just under 60,000 workers reached 
early in 1951. Within three years Rhode Island had lost nearly one- 
half of its textile jobs. 

As elsewhere in New England, expanding industries in the state 
failed to absorb a substantial number of the unemployed textile work- 
ers. To counteract this serious problem the Rhode Island legislature 
formed the Rhode Island Development Council in 1951. The Council 
absorbed a number of formerly un-coordinated agencies and cen- 
tralized the functions of research, planning, and development into a 
single agency. 

The Council recognized that it was faced with a problem of long- 
term redevelopment. Its first action was to initiate a comprehensive 
program of research and planning with a view to stimulating sound 
economic growth in the state. Despite the pressures to alleviate a 
critical problem, the Council proceded unhurriedly to make a careful 
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inventory of Rhode Island's locational advantages for certain types of 
manufacturing activities. Shortly after the research program was 
launched, industrial sites were developed as part of its long-range plan 
of redevelopment. There is some evidence that careful planning is 
beginning to bear fruit in this state. Although Providence still has 
more unemployed than other chronic surplus labor areas, conditions 
are slowly improving. 

Among state development organizations the Rhode Island Council 
is unique. Because the bulk of industry and employment in the state 
are in the Providence labor market area, this state agency has been able 
to concentrate most of its attention on the rehabilitation of a depressed 
area. In no other case is the economy of a state so closely geared to that 
of a single large community. In Massachusetts, Illinois, and Pennsyl- 
vania, for example, some communities have been thriving while others 
remained depressed. It is more difficult under such conditions to muster 
the full resources of a state behind a redevelopment program. There is 
evidence, however, of a growing awareness of the need for action at 
the state level, if localized depression is to be eliminated. 


The Pennsylvania Industrial Development Authority 


Pennsylvania is the first state to establish an agency charged with the 
specific responsibility of combating chronic, localized unemployment. 
Early in 1956, the Pennsylvania legislature passed the Pennsylvania 
Industrial Development Authority Act. The Authority consists of a 


board of 11 members. The Secretary of Commerce acts as chairman. 
Other members include the Secretaries of Labor and Industry, Internal 
Affairs, and Banking. Seven public members are appointed by the 
Governor with the advice and consent of the Senate. 

The operations of the Authority are restricted to “critical economic 
areas.” These are defined as any municipality or group of municipali- 
ties, county or group of counties, or region of the Commonwealth in 
which at least six percent of the labor force has been unemployed for 
at least three years, or in which nine percent has been unemployed for 
at least 18 months prior to the date of investigation by the Authority. 

The powers of the Authority are limited to making loans to local 
industrial development agencies to assist in the establishment of indus- 
trial development projects in critical areas. The Authority may lend 
up to 30 percent of the cost of a project. The private funds are to be 
secured by a first mortgage, and the funds of the Authority by a second 
mortgage. 

The project upon completion may be leased or sold to a responsible 
tenant or buyer who must be able to show evidence that he can provide 
the necessary machinery and equipment to operate the establishment. 
Prior to approving the loan, the Authority must be provided with 
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evidence that the establishment of the new industrial facility will not 
cause the removal of a plant or facility elsewhere in the state. Loans 
are to be made from a revolving fund. The initial appropriation to 
establish this fund was for $5 million. Interest and loan repayments 
go into the revolving fund for additional loans. 

The Pennsylvania Industrial Development Authority is an important 
milestone in the attack upon localized unemployment since this Act 
recognizes that local communities acting alone might be unable to 
solve their problems. It should assist the depressed areas of Pennsy]- 
vania in their efforts to attract manufacturing establishments. Although 
this offers no guarantee that localized unemployment will thus be 
liquidated, local problems will at least be mitigated. It is unfortunate 
that the terms of the Act restrict loans to the development of manu- 
facturing facilities. This overlooks other kinds of income and employ- 
ment-creating activities, some of which might be more appropriate for 
this state’s depressed areas. 


State Development Credit Corporations 


Development credit corporations are private lending institutions 
organized to provide risk capital for new enterprises in a state. While 
these institutions are not a specific outgrowth of the spread of localized 
unemployment, it is significant that the first state to establish a credit 
corporation was Maine, which has been faced with the problem of 
declining textile employment for several years. And while credit cor- 
porations were not established for the specific purpose of rehabilitat- 
ing depressed areas, they are among a number of organizations and 
institutions which can contribute to this end. 

Enabling legislation for the organization of the Maine Development 
Credit Corporation was passed, and the Corporation was chartered in 
August 1949. The organization of this pioneering institution was com- 
pleted in 1950, and the first loan made in May of that year. The New 
Hampshire Business Development Corporation was organized in 1951, 
and the remaining four New England states established similar institu- 
tions in 1953. By the end of 1955, five of these were in operation. The 
Vermont Development Credit Corporation is still in the development 
stage. In 1955, four other states passed enabling legislation to permit 
the establishment of similar credit corporations. These states are 
Florida, Kansas, North Carolina, and New York. Only in the latter 
state, however, has the credit corporation actually been established. 

The early corporations in New England were established on the 
premise that there are many worthy new ventures which cannot get 
started because of their inability to obtain financial support from com- 
mercial banks or other traditional lending institutions. The corpora- 
tions may lend to businesses currently in operation orto new enter- 
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prises which are to be located in their state. Two of the New England 
corporations have restrictions against lending to nonmanufacturing 
businesses, and all of the loans to date have been to manufacturing or 
processing concerns. 

Loans may be made for a variety of purposes. Although designed to 
encourage the growth of new businesses, most loans granted thus far 
have been for working capital purposes. A study made by the Federal 
Reserve Bank of Boston in August 1954 showed that 45.1 percent of 
all loans made in New England to that time were in the form of work- 
ing capital; only 15.4 percent were for the construction of buildings, 
and 18.3 percent for the purchase of equipment. Other purposes for 
which loans were made include refinancing (12.5 percent); new product 
development (3.8 percent); aid to industrial foundations (2.9 percent); 
and the purchase of real estate (2.0 percent). 

As of December 31, 1955, the New England corporations had re- 
ceived 623 loan applications asking for a total of $28.2 million. Of 
these 428, or nearly 64 percent, were rejected. A total of $10.9 million 
in loans to 186 applicants had been approved. Losses incurred to that 
time amounted to only $8,346, despite the fact that the loans made were 
considered as “risky” by the standards of conventional lending insti- 
tutions. 

On the basis of published information, it is impossible to determine 
the extent to which loans have been made for the development of 
new businesses in depressed areas. But the summary of loans by type 
given above suggests that most loans thus far have not been for 
this purpose. The Business Development Company of Rhode Island, 
however, is currently constructing a 40,000-square foot building at 
North Smithfield on land purchased by the Woonsocket Industrial 
Development Foundation. When this building is sold or leased the 
Foundation will construct a second building on speculation. The 
Company has also purchased a 32-acre tract for the development of an 
industrial park where it is currently building a new plant for the 
Ansonia Wire and Cable Company. The Rhode Island Company has 
also purchased a 450,000-square foot textile mill. Part of the space 
has been leased to the textile manufacturer who formerly owned the 
plant, and the rest has been renovated and adapted to the operations 
of several smaller concerns. 

State credit corporations could make an important contribution to 
the rehabilitation of depressed areas. If they are to do this, however, 
the restrictions on loans to nonmanufacturing enterprises should be 
lifted. The New England development credit corporations, for ex- 
ample, could encourage the growth of new research establishments in 
depressed areas by providing loans for laboratory facilities and work- 
ing capital. While these establishments themselves might employ 
relatively few workers, they could add to employment in ancillary 





1726 UNEMPLOYMENT PROBLEMS 


businesses. Also, in some growth industries—such as electronics— 
successful research activities typically lead to the establishment of 
manufacturing plants some of which might be located in the same 
communities. 
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Chapter VI 


The Federal Government 
and Depressed Areas 


THE ACTIVITIES of the Executive and Legislative branches of 
the Federal government in connection with depressed areas involve 
the community unemployment problem, a concern of the Department 
of Labor; the contracting policies of the Office of Defense Mobiliza- 
tion; the area development program of the Department of Com- 
merce; the Council of Economic Advisers, established by the Employ- 
ment Act of 1946; and legislative concern with local unemployment 
as expressed through special committees and proposed legislation. 


The Community Employment Program 


Perhaps the earliest recognition of the need for special assistance to 
depressed areas came from the Bureau of Employment Security of the 
Department of Labor. This is the government agency most intimately 
concerned with the problem of unemployment. Shortly after World 
War II, it became apparent to officials in this agency that not ail 
communities were sharing in the postwar prosperity. As part of its 
broad program of cooperating with community groups, the Bureau 
developed its community employment program. Under this pro- 
gram, the managers of local employment offices are urged to cooperate 
with industrial development agencies, and to participate wherever 
possible in their activities. 

The Employment Service provides labor market information to these 
agencies. It also develops information on the composition of the local 
labor force, prepares inventories of available skills, and regularly re- 
ports on the number and types of workers available for employment in 
a community. Representatives of the service discuss the labor market 
situation with prospective employers, and, when necessary, assist them 
in recruiting a work force. 

In many depressed areas a large number of the unemployed have 
been attached to a single industry during most or all of their working 
lives. There is a strong feeling among prospective employers and 
others that such workers cannot easily adapt themselves to new occupa- 
tions. To assist these workers in making a transition to new forms 
of employment, the Employment Service classified jobs on the basis of 
common characteristics into “job families.” The purpose of this was 
to show that certain basic abilities are common to many jobs in a wide 
variety of industries. This has assisted local employment offices in their 
efforts to transfer surplus workers from declining industries to expand- 
ing occupations. The Service also developed a battery of aptitude tests 
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which are administered to interested workers who wish to enter new 
occupations.! 

These activities have weakened the myth that workers with a long 
history of employment in one industry are not suited for other types 
of jobs. They have not been sufficient in themselves to eliminate 
localized unemployment, but there can be no doubt that without the 
community employment program the problem would be more serious 
than it is. 


Defense Manpower Policy No. 4 


During World War II, involuntary unemployment virtually dis- 
appeared in this country. Our productive facilities were fully utilized, 
and the type of unemployment discussed in this report did not exist. 
But the conditions which produced chronic, localized unemployment 
had been operating for five years when we entered the Korean conflict. 
Despite stepped-up defense production, and a cyclical rise in employ- 
ment which had started at least six months before the Korean war 
began, a high level of unemployment persisted in a number of de- 
pressed areas throughout this conflict. As a consequence, the Office of 
Defense Mobilization announced Defense Manpower Policy No. 4, on 
February 7, 1952. This was a measure designed to channel certain 
government contracts to surplus labor areas. 

Under this method of government procurement, part of a govern- 
ment purchase was formally advertised, and a contract awarded to 
the lowest qualified bidder. The remainder of the purchase was set 
aside to be negotiated with firms in surplus labor areas. To be awarded 
a contract for this part of the purchase, a firm in such an area had to 
meet the price established through competitive bidding. The reason- 
ing behind this policy of “‘set-asides and bid-matching”’ was stated in 
a bulletin issued by the Office of Defense Mobilization on February 
25, 1953: 


A primary aim of Federal manpower policy has been to bring defense 
work to the workers in preference to moving them. When large numbers 
of workers move to already tight areas, heavy burdens are placed on com- 
munity facilities—schools, hospitals, housing, transportation, utilities, 
etc. If on the other hand, workers do not migrate and unemployment 
develops in certain areas, unemployment compensation costs increase and 


plants, tools and worker's skills remain idle and unable to contribute 
to our mobilization program. 


In June of 1952,the Director of Defense Mobilization issued Notifi- 
cation No. 38 setting up the procedures to be followed in carrying 
out this policy. This provided for a certain amount of set-asides to 


*See The Labor Market and Employment Security, U. $. Department of Labor, 
Bureau of Employment Security, July 1952, pp. 3-6. 
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textile mills operating less than 80 hours a week. In September 1952, 
the directive was amended to permit the award of contracts if a firm 
in a surplus labor area could meet the average price of the competi- 
tive bids rather than the lowest. As a result of this program, approxi- 
mately $5 million in government contracts was awarded to New 
England textile mills in 1953. 

In spite of this amendment, only a relatively small proportion of 
government contracts were awarded to firms in depressed areas* In 
May of 1953, Senator Saltonstall of Massachusetts appeared before 
the Joint Defense Production Committee to urge preferential treat- 
ment to mills in depressed areas in order to accomplish the objectives 
of the original policy.2 Meanwhile, however, Senators representing 
states which had lost government contracts as a result of the bid- 
matching program succeeded in eliminating this provision of the 
defense manpower policy. On November 4, 1953, the Office of Defense 
Mobilization announced a revision of Manpower Policy No. 4, which 
continued the set-asides but eliminated the bid-matching. Henceforth, 
firms in surplus labor areas could negotiate contracts only if they 
could meet the prices established through competitive bidding. 

At the same time, the Department of Commerce and the Small Bus- 
iness Administration were ordered to intensify their services to de- 
pressed areas to “assist firms in these areas in obtaining information 
on Federal procurement needs and procedures so as to insure op- 
portunity for their maximum participation in Government procure- 
ment.” In a further effort to increase the number of job opportunities 
in surplus labor areas the ruling was established that “only those 
firms which meet existing regulations and which establish new or ex- 
panded defense facilities in the areas will be eligible for accelerated 
tax amortization privileges on a higher than normal percentage of 
their capital investment.”** 

The elimination of the bid-matching provision, however, effectively 
forestalled the award of enough government contracts to reduce un- 
employment in the depressed textile areas of New England. Indeed, 
textile employment in this region continued to decline. 


* Despite its acknowledged limitations, DMP-4 channeled $23.5 million of defense 
contracts into labor surplus areas in Fiscal 1956 alone, providing an estimated 
2,343 man-years of employment (Hearings on S. 2663, p. 1088) —William L. Batt, Jr. 


*See his statement “Assistance to the Textile Industry Under Defense Manpower 
Policy No. 4” before the Joint Defense Production Committee, May 4, 1953. 


** This special tax amortization program has encouraged the investment of $217 
million in new plants in labor surplus areas, creating 11,311 new permanent oo 
in its two and a half years of operation, despite its limitations to defense facilities 
(Hearing on S. 2663, p. 1088). The original S. 2663 would drop the defense 
limitation and should thereby increase the usefulness of this approach.—William L. 
Batt, Jr. 
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The Area Development Program of the Department of Com. 


merce 


A determined effort had been made to protect the jobs of workers 
in depressed areas, but it failed because of the opposition of Congress- 
men representing areas which would have lost government business 
had the original intent of Defense Manpower Policy No. 4 been 
realized. Meanwhile, another approach had been adopted by the De- 
partment of Commerce when it set up its Area Development Division 
in April 1947. The primary function of this agency, which became the 
Office of Area Development in August 1955, is to work with state plan- 
ning and development agencies toward community development in an 
advisory capacity. Instead of attempting to retard the decline of estab- 
lished industries in depressed areas, the Office of Area Development 
has tried to assist in the rehabilitation of these areas by providing 
information and, to a limited extent, technical assistance to communi- 
ties which are seeking to attract new industries. 


The Council of Economic Advisors 


The Employment Act of 1946 declared it to be the continuing policy 
and responsibility of the Federal government to promote maximum 
employment, production and purchasing power. This Act also estab- 
lished the Council of Economic Advisers, within the Executive Office 
of the President, to help further this objective by continuing studies 
of economic conditions and making recommendations to the Executive 


to assist in the solution of economic problems. Primarily, the Council 
of Economic Advisers has been concerned with aggregate trends in 
employment, production, incomes, and other indicators of economic 
activity. In their report of January 1955, however, the Council recog- 
nized the problem of chronic, localized unemployment: 


Last year, although the economy as a whole was prosperous, some com- 
munities suffered from sizeable unemployment. Their fortunes turned 
for the better when recovery got underway in the early fall, and most 
of them will regain prosperity as economic expansion accumulates, In 
some places, however, unemployment stems from special causes, such as 
a lasting drop in the demand for their wares, an exodus of industry to 
new locations or a vanishing supply of some material basic to the local 
economy. Such “structural” or “spot” unemployment will remain even 
when the nation’s economy practically reaches full employment.’ 


But the Council evidently viewed the problems of depressed com- 
munities as local problems to be solved primarily by local action. They 
recommended that the Federal government assist those communities 
to develop workable solutions to their problems. They further recom- 


*Economic Report of the President, Council of Economic Advisers, U. S. Govern- 
ment Printing Office, January 1955, p. 36. 
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mended that the Area Development Program of the Department of 
Commerce, which they felt could be “helpful in revitalizing a com- 
munity’s industry and trade,” be further strengthened. The Council 
also suggested that it would be desirable to continue the policy of 
“granting special tax amortization benefits for the defense facilities 
located in surplus labor areas and of placing government contracts 


as far as feasible in these areas.” Having gone this far the Council con- 
cluded: 


It would be well to recognize, however, that these programs can make 
only a limited contribution to relieving spot unemployment, and that 
a large part of the adjustment of depressed areas to new economic con- 
ditions both can and should be carried out by the local citizens them- 
selves. The Federal Government can make its most effective contribution 
to their needs as well as those of others by steadfastly pursuing monetary, 
tax, expenditure, management and general housekeeping policies that 
promise a high and stable level of employment in the Nation at large.‘ 


By January 1956, however, the Council’s attitude toward the prob- 
lem of localized unemployment had undergone a definite change. In 
their report published during that month, the Council stated that “the 
fate of distressed communities is a matter of national as well as local 
concern.”5 This was a departure from the position adopted in the 
preceding report, which stated that the problem of localized unem- 
ployment was one to be solved primarily by local action. 

In this report, the Council pointed out that inducements had been 
given to locate defense production facilities in certain surplus labor 
areas, and that the Office of Area Development in the Department of 
Commerce had been enlarged to better serve local needs. These efforts, 
they rightly pointed out, had proved helpful but they concluded that 
“experience demonstrates that bolder measures are needed.” To this 
end, a new Area Assistance Program was recommended for aiding com- 
munities that have experienced persistent and substantial unemploy- 
ment. The proposed program was built upon four fundamental prin- 
ciples: 

1. That Federal assistance should aim at helping communities to help 
themselves. 


2. The program should aim at lasting improvement of job opportuni- 
ties by the expansion or the establishment of productive industries. 


3. State or local governments, or community-sponsored development 
or credit corporations, should provide part of any financial assist- 
ance required for a specific project. 

4. Federal aid must not be extended to a community if the proposed 
project will create unemployment in some other area. 


‘Economic Report of the President, Council of Economic Advisors, U. S. Govern- 
ment Printing Office, January 1955, p. 57. 


‘Economic Report of the President, January 1956, p. 61. Italics added. 
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The Council recommended the formation of a new agency, to be 
called the Area Assistance Administration, to function within the 
Department of Commerce. This Administration would provide tech- 
nical assistance to communities to assist in the study of their re- 
source bases and to prepare practical plans for industrial development. 
It would also extend loans for capital investments designed to improve 
the long-run economic outlook for the community, but these loans 
would be made in participation with state or local governments. 

The Council also suggested that economic conditions in depressed 
communities could be improved by modifying certain programs ad- 
ministered by the Housing and Home Finance Agency. They recom- 
mended that Congress authorize the Housing and Home Finance Ad- 
ministrator to give priority to applications received from areas of sub. 
stantial and persistent unemployment, and that present laws be modi- 
fied to permit the financing of public housing facilities and the in- 
dustrial redevelopment of business sections in depressed areas. They 
also proposed the establishment of a revolving loan fund, but recom- 
mended that the use of this fund not be limited to areas of chronic un- 
employment. Many of the recommendations made by the Council of 
Economic Advisers were carried out in a bill introduced by Senator 
H. Alexander Smith of New Jersey which will be discussed below. 


Congressional Hearings 


Even before the publication of the Council of Economic Advisers’ 
report in January 1956, Congressional subcommittees were conducting 
investigations into the causes of localized unemployment.* In March 
1955, the Subcommittee to Investigate Unemployment of the Senate 
Committee on Labor and Public Welfare conducted hearings on the 
causes of unemployment in the coal and other domestic industries. 
This Subcommittee, under the chairmanship of Senator Matthew M. 
Neely of West Virginia, assembled an imposing array of facts about 
unemployment in coal and textile communities, and witnesses before 
the Subcommittee testified to the need for Federal aid to supplement 
local redevelopment activities. 

In November of that year, the Subcommittee on Low Income 
Families of the Joint Committee on the Economic Report, with Sena- 
tor John Sparkman of Alabama as chairman, conducted a more com- 
prehensive investigation of the factors responsible for the low incomes 
of a substantial segment of our population. Included in this investiga- 
tion was a study of the causes and scope of persistent unemployment 
in local areas. Again, a number of witnesses testified to the need for 


* In early 1955, hearings on this problem were held by the Joint Committee on the 
Economic Report as part of their consideration of the President’s Economic Report, 
with unanimous agreement that Federal action was called for.—William L. Batt, J’. 
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Federal aid to depressed areas, and several proposals were made for the 
form such aid should take. 


Proposed Federal Legislation 


During the second session of the 84th Congress, Senator H. Alex- 
ander Smith of New Jersey introduced a bill known as the “Area 
Assistance Act of 1956” (S.2892). The proposals in this bill closely 


parallel the recommendations made by the Council of Economic Ad- 
visers. 


The “Area Assistance Act of 1956” 


If this bill should become law, the Secretary of Commerce would 
be authorized to make grants for technical assistance, and to provide 
financial assistance by loans, or the guarantee of loans, to depressed 
areas. This bill, however, is not limited to the type of industrial de- 
pressed areas discussed in this report. Under its provisions, the Secre- 
tary of Commerce would be authorized to “‘assist rural areas in rural 
communities in the United States in their efforts to develop manu- 
facturing, processing, and service activities to supplement agricultural 
activities.” 

The proposed Act would be administered by the Secretary of Com- 
merce, but the Secretary of Labor would certify the existence of areas 
of substantial and persistent unemployment when unemployment in 
an area was currently eight percent or more, adjusted seasonally, and 
had been at least eight percent for the major portion of each of the 
preceding two years. The Department of Labor would also be author- 
ized to undertake studies or to provide assistance to others in making 
studies, with respect to the size, characteristics, skills, adaptability, and 
related aspects of the labor force of an area certified to be depressed. 
The Secretary of Labor would provide advice and technical assistance 
in the development of a program designed to increase the employ- 
ability of the labor force in a depressed community. Where he found 
the need for vocational and educational services, the Secretary of La- 
bor would advise the Secretary of Health, Education and Welfare; and 
the latter, through the Commissioner of Education, would be author- 
ized to provide assistance, including financial aid, to the state Voca- 
tional Education Agency to provide such services in the area. 

Under the Smith bill, Title I of the Housing Act of 1949 would 
be amended to authorize the Administrator of the Housing and Home 
Finance Agency to provide financial assistance for residential and in- 
dustrial or commercial redevelopment in depressed areas. The Secre- 
tary of Commerce would be authorized to make grants for technical 
assistance, including studies to evaluate the needs for, and the poten- 
tialities of, economic growth in depressed areas. The amount to be 
spent on such studies would not exceed $1.5 million annually. 
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To carry out the redevelopment of depressed areas, the Secretary of 
Commerce under the Smith act would be authorized to make loans for 
the development of land and facilities for industrial use, for the 
construction of new factory buildings or the rehabilitation of aban- 
doned factory buildings. Financial assistance, however, would not be 
extended for working capital for the purchase of machinery or equip- 
ment, or to assist establishments in relocating from one area to an- 
other where the results might be to the “substantial detriment” of the 
area of the original location. The total amount of loans to be made 
would not exceed $50 million. 

Under this proposed law the contribution of the Federal govern- 
ment could not exceed 25 percent of the aggregate cost of the rede- 
velopment activity, and at least 15 percent of the aggregate cost would 
have to be supplied by the state, or a political subdivision of the state, 
in which the depressed area is located. No assistance would be granted 
to a community unless an over-all program of economic development 
existed. 


The “Depressed Areas Act” 


Earlier, during the first session of the 84th Congress, Senator Paul 
H. Douglas of Illinois had introduced a bill known as the “Depressed 
Areas Act” (S. 2663) .® 

This proposal differed in a number of respects from the Smith bill 
described above. One of the most important differences is that under 
the Douglas bill a separate and independent Depressed Areas Ad- 
ministration would have been established under the direction and con- 
trol of an Administrator to be appointed by the President. The Ad- 
ministrator, under this proposal, would have served as chairman. 

Others on the committee would have included the Commissioner 
of the Bureau of Public Roads, Commissioner of the Office of Educa- 
tion, the Surgeon General of the United States Public Health Service, 
Chief of Engineers of the Army, the Chief of the Forestry Service, the 
Administrator of General Services, the Housing and Home Finance 
Administrator, an Assistant Secretary of the Department of the In- 
terior, and an Assistant Secretary of Labor. Still others serving on this 
committee would have been an Assistant Postmaster General, an As- 
sistant Secretary of Defense, the Director of Defense Mobilization, and 
the Chairman of the Atomic Energy Commission. 

Under the first Douglas bill the Administrator would have the 
responsibility of designating the existence of depressed areas. An area 
would be so designated if at least nine percent of the labor force had 
been unemployed for 18 months or six percent had been unemployed 


* During the second session of the 84th Congress, Senator Douglas introduced a 
mer bill. This will be discussed later, after the original proposal has been 
escribed. 
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for at least three years prior to the date on which application for as- 
sistance was made under the act. The Administrator would be guided 
by, but not exclusively governed by, studies or data compiled by Fed- 
eral, state and local government agencies or private organizations. The 
Administrator could also request the Secretary of Labor to conduct 
such studies as might be needed to assist him in making the above 
determinations. 

Once a community had been designated as a depressed area, the 
Administrator would appoint a local industrial development com- 
mittee to consist of at least five citizens of the area. The local com- 
mittee would prepare plans and cost estimates for redevelopment 
activities. 

The Administrator would be authorized to make loans to assist in 
financing industrial or commercial facilities if he found that such 
construction might be “reasonably calculated to alleviate unemploy- 
ment within the depressed areas.” The loan could be made only if 
funds for such a plant were not available elsewhere on reasonable 
terms, and if the amount of the loan, plus private funds available, 
would ensure the completion of the plant or facility. Also, the loan 
could only be authorized if the construction of such a facility would 
not attract industry from other depressed areas, or where the reloca- 
tion of a facility might lead to a community’s becoming a depressed 
area. Finally, the proposed act stipulates that the plant or facility 
could only be utilized by organizations which would provide more 
than temporary employment. 

The Douglas bill proposed a revolving loan fund of $100 million, 
and no more than two-thirds of the cost of constructing an industrial 
plant or facility could be included in the loan. It also made specific 
provision for departments or agencies of the Federal government 
engaged in the procurement of supplies or services, to procure such 
supplies or services from contractors in depressed areas, or from 
contractors who in furnishing such supplies or services would under- 
take to provide for the employment of additional individuals in de- 
pressed areas. 

This bill, too, would have provided for technical assistance to de- 
pressed areas. It also contained a suggested amendment to the In- 
ternal Revenue Code of 1954, dealing with the amortization of emer- 
gency facilities, to provide for accelerated amortization either in the 
interests of national defense or to relieve unemployment in areas 
designated as depressed areas. Under the proposed act, the Secretary 
of Labor would have been authorized to provide for the retraining, 
reemployment, and the vocational education or vocational rehabili- 
tation of individuals residing in depressed areas. And the Secretary of 
Labor would also have been authorized to enter into agreements with 
individual states in which depressed areas are located to provide for 
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supplementary payments of unemployment compensation to those 
individuals undergoing training for a new job. If this bill had become 
law, it would have also provided for the distribution of surplus food 
supplies to individuals in depressed communities. 


The “Area Redevelopment Act” 


On June 11, 1956, Senator Douglas introduced a substitute bill 
(under the original designation of S. 2663) called the “Area Rede- 
velopment Act.” The substitute bill was written after extensive hear- 
ings had been held on the original proposal. It was broader in scope 
than the first bill. The new bill included measures to assist under- 
developed rural areas as well as depressed industrial areas. In addition 
to loans for industrial redevelopment, it would have provided loans 
and grants for the construction of public facilities. 

As in the original proposal this bill called for a separate agency, 
within the executive branch of the government, to administer the act. 
This agency was to be called the Area Redevelopment Administration. 
A Government Advisory Committee on Area Redevelopment would 
have been established, but the membership of this Committee would 
have differed from that of the original advisory committee proposed. 
In addition to the Administrator, who would have served as chairman, 
the Committee would have included the Secretaries of the following 
Departments: Interior, Treasury, Defense, Agriculture, Commerce, 
Labor, and Health, Education and Welfare. It would have also in- 
cluded the Administrators of the Small Business Administration, Gen- 
eral Services, and the Housing and Home Finance Agency; and the 
Director of Defense Mobilization. A National Public Advisory Com- 
mittee on Area Redevelopment, to consist of 12 members represent- 
ing labor, management, agriculture, and the public in general, was to 
be appointed to make recommendations to the Administrator to aid 
him in carrying out the purposes of the act. 

The determination of an industrial redevelopment area would de- 
pend upon the percentage of unemployed in the area during a stated 
period prior to application for assistance under the act. An area would 
be so designated if 12 percent of the labor force had been unem- 
ployed for a year, or eight percent had been unemployed for 15 of 
the preceding 18 months, or six percent had been unemployed for at 
least eight months of each of the preceding two years. 

A rural redevelopment area would be one in which there was a 
condition of substantial and prolonged underdevelopment. Another 
criterion to be employed in defining such an area would be the num- 
ber and percentage of low-income families in the area. No more than 
15 counties in any one state, and no more than 300 counties in the 
United States, could be designated as rural redevelopment areas at a 
given time. 
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Application for assistance under the proposed act would come from 
the depressed community or area. Once the proper determination had 
been made, the Administrator would appoint a local redevelopment 
committee of not less than seven local residents. This committee would 
be broadly representative of local economic interests. The Adminis- 
trator could also appoint a regional committee to represent two or 
more redevelopment areas, when in his opinion this would facilitate 
carrying out the purposes of the act. 

The local and regional committees would prepare plans and make 
cost estimates for the development of local resources. These plans 
would provide for the expansion of processing and marketing facili- 
ties in the area. They would also include the estimated cost of con- 
struction, renovating, and altering industrial plants and commercial 
facilities in the area, including the cost of machinery and equipment. 
At the request of the local or regional committee, the Administrator 
would provide the services of professional and technical experts to 
aid in the preparation of plans and cost estimates. 

The basic assistance provided would be in the form of loans. But 
loans would be granted for expansion purposes only. A loan would 
not be approved if it would cause a transfer or relocation of a plant or 
facility that would lead to a reduction of employment elsewhere in 
the United States. 

Under the original Douglas bill, loans could have covered up to 
two-thirds of the cost of a project in a depressed area. This was in- 
creased to 75 percent of the total cost in the new bill. Between 10 
and 25 percent of the cost would have to be underwritten by the com- 
munity or area organization involved. 

In addition to loans for industrial expansion, the new bill would 
have provided loans for the construction of public facilities in a re- 
development area, if such loans would “provide more than temporary 
alleviation of unemployment or underemployment,” and if the pub- 
lic facility constructed would “tend to improve the opportunities in 
such area for the successful establishment or expansion of industrial 
or commercial plants or facilities.” These loans also would have 
covered up to 75 percent of the cost of the project. And the Adminis- 
trator would have been authorized to make further direct grants if 
additional funds were needed to insure completion of the project. 

The original Douglas bill called for a revolving loan fund of $100 
million. The new proposal would have set up a fund of $250 million. 
Of this total, $100 million was to go into a revolving fund for in- 
dustrial redevelopment purposes; the same amount was to be deposited 
in a revolving fund to be used for loans for the construction of public 
facilities, and the remaining $50 million would have comprised a 
similar fund for loans to rural redevelopment areas. For the latter 
purpose, loans to a single state would not have been permitted to 
exceed $2.5 million at any one time. 
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The new bill contained provisions similar to those in the original 
proposal for negotiating procurement contracts with firms located in 
depressed areas. It would have provided for set-asides and negotiated 
bids. But firms in depressed areas would have been required to meet 
the lowest bid on a specified contract. In the event of a tie bid, the 
award was to be made to a firm in a depressed area, “other things 
being equal.” 

Other provisions in the new bill were substantially the same as 
those in the original bill. These included technical assistance to de- 
pressed areas; vocational training for displaced workers, and supple- 
mentary unemployment compensation payments (for a period of 13 
weeks) to workers undergoing such training. These payments were 
to go to workers who had exhausted their unemployment compensa- 
tion benefit rights, or to those who had not previously been covered 
by unemployment insurance. 

The new bill was more comprehensive than the original version of 
§.2663, since it would have assisted in the development of rural areas 
as well as the redevelopment of depressed industrial areas. And in 
addition to providing financial assistance for industrial expansion, 
the new bill would have assisted in the financing of public works. The 
accelerated amortization provision of the original bill, however, was 
deleted from the substitute bill. 

The more liberal loan provisions might have made it possible for 
more areas to participate in the redevelopment program. But this 
would have reduced the total amount of expenditures that could be 
generated. Under the original bill, assuming that all loans would have 
been up to the two-thirds limit, a potential total of $133 million of 
capital expenditures could have been made. Under the same assump- 
tions, however, the new bill would have generated only $125 million 
of new expenditures. 


Both the Smith bill and the revised Douglas bill provided for joint 
action involving Federal, state, and local organizations. And both 
recognized the need for local initiative. The Douglas bill contained 
more extensive loan provisions than the Smith bill, and would have 
provided for a larger revolving loan fund. But if we assume that the 
total amount available for loans would have been in use in either case, 
the Smith bill would have generated a larger amount of capital spend- 
ing since the Federal loans would have covered a smaller proportion 
of the total cost of all projects in depressed areas.* The Smith bill, 
however, did not provide for loans or grants to be used in the con- 


*I cannot agree with Dr. Miernyk’s assumption that the smaller the percentage 

of Federal participation, the greater the amount of investment generated. The 

percentage of Federal participation should be set high enough to make the loan 

payee - effective tool to promote the industrial development required.—William 
. Batt, Jr. 
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struction of public works. The Douglas bill was also more specific 
than the Smith bill in dealing with the vocational rehabilitation of 
displaced workers in depressed areas, and would have facilitated voca- 
tional training through the proposed supplementary unemployment 
compensation payments. 

Both of the proposed pieces of legislation had their supporters and 
critics in and out of Congress. Senator Smith’s bill on the whole, 
simply added some administrative details to the suggestions made by 
the Council of Economic Advisers. One of the major differences be- 
tween the Smith and Douglas bills is that the latter would have pro- 
vided for a separate administrative authority. 

Some critics of the Smith bill felt that the Department of Com- 
merce is not the appropriate agency to deal with the problem of 
chronic, localized unemployment. This Department, according to 
these critics, is business-oriented, and might be less cognizant of and 
sympathetic to the problems of the unemployed than a separate 
agency. On the other hand, critics of the Douglas bill were skeptical 
about the need for a separate agency to administer a program to pro- 
vide assistance to depressed communities. They felt that a separate 
agency was not necessary to administer a program of redevelopment, 
and that, if created, such an agency might tend to perpetuate itself, 
whereas it would be in the national interest to end the need for such 
an agency as quickly as possible. 

The Smith bill did not survive Committee consideration, and was 
not brought to the floor of the Senate for debate. The Area Rede- 
velopment bill, however, was passed in the Senate during the closing 
days of the 84th Congress. A number of amendments, primarily of a 
technical nature, had been introduced by Senator Fulbright and ac- 
cepted by the Senate. The amended bill was passed by a vote of 60 
to 30 on July 26, 1956, and sent to the House of Representatives carly 
the same afternoon. 

Supporters of the area redevelopment program in the House sought 
immediate passage. Numerous concessions were made to members of 
the House who had favored the original Smith bill, although this had 
been rejected earlier as inadequate by Committees in both the Senate 
and the House. However, the sessions ended without this bill coming 
to a vote in the House. 


Scope of Proposed Legislation 


The persistence of localized depression through good times and bad 
has led to a marked change in attitudes toward this problem. There 
has been a shift from the view that local problems should be solved 
locally, to a recognition that the Federal government should play a 
definite part in the solution of these problems. But the need for local 
initiative is still recognized. Neither of the proposed bills is an at- 
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tempt to dictate to depressed areas the measures they should adopt. 
Rather, they are attempts to help these communities help themselves. 

Although the remedial measures proposed thus far would mitigate 
the problem of localized depression if adopted, it is doubtful that 
they would go all the way toward a solution. This is not a criticism 
of the proposed bills. The assistance which would be provided to de- 
pressed areas if either of the bills were enacted into law would be an 
important part of a program which eventually would permit all those 
seeking employment to become self-supporting. But a number of 
problems would remain in the depressed areas even if the sort of as- 
sistance proposed were to be forthcoming. 

Neither of the proposals for Federal action to alleviate localized 
depression deals specifically with one of the most serious problems of 
the depressed areas, namely, the reemployment of older displaced 
workers. While it is true that the problem of employing older workers 
is not restricted to depressed areas, the heavy concentration of older 
workers among the chronically unemployed has been one of the most 
intractable aspects of the problem of localized depression. 

It might be best if these two problems were treated separately in- 
stead of linking a program to aid the older worker to a national 
policy which would assist in the rehabilitation of depressed areas. 
There has been much concern in this country about the worker past 
middle-age who becomes involuntarily unemployed, and, because of 
his age, is unable to find new employment. A number of measures 
have been suggested to assist these workers in preparing themselves 
for new jobs, although no concrete policy has been developed. These 
suggestions include special tax treatment to employers who hire older 
workers to provide an offset to the added cost of those fringe benefits 
which increase with a worker's age, retraining programs, and intensi- 
fied placement efforts within the Federal employment service. 

These may or may not be the best measures to aid the older unem- 
ployed worker in finding new employment. This problem, which is 
unusually severe in depressed areas, requires further exploration. 
Unless careful attention is given to this problem, and action taken to 
alleviate it, however, a program of assistance to depressed areas will 
fall short of its goal.* 

The proposed legislation would provide for vocational rehabilita- 
tion, but there is an implicit assumption that the location of new 
manufacturing facilities in depressed areas, plus the retraining of dis- 
placed workers, would to a large extent solve the problems of the 
local labor market. This is in line with current thinking that if new 
jobs, especially manufacturing jobs, can be created in a depressed 
community the labor market will take care of itself. Recent studies of 


* Any plan designed to improve localized depression areas will be valueless unless 
positive plans are made for the older worker.—Victor Diehm. 
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the experience of displaced workers in depressed areas, however, raise 
some doubts about the validity of this analysis. Some of the findings 
of a study conducted by the Bureau of Business and Economic Re- 
search at Northeastern University dealing with the postliquidation 
experience of displaced textile workers illustrate this: 


The typical displaced textile worker is relatively immobile, both geo- 
graphically and with respect to movement into another industry. 
Although textile employment was declining during the period covered 
by the survey, more of the displaced workers had found new textile jobs 
than in any other industry or occupation. 


Workers displaced from their jobs in a highly diversified, nontextile area 
were less successful in finding employment than those in textile areas 
where other mills offered job opportunities to some of the displaced 
workers. 

Fewer than half of the displaced workers were reemployed. And two- 


thirds of those who found jobs were earning less; in some cases the de- 
cline in earnings was substantial. 


In general, the displaced workers were not well informed about labor 


market conditions. ‘Their attitudes and outlook were heavily colored by 
their personal experiences.’ 


Similarly, in the anthracite coal area of Pennsylvania, there has 
been a slow but steady rise in manufacturing employment since the 
end of World War II. But most of the new jobs created have been for 
women. The employment of women in this area has increased sub- 
stantially since the mid-forties, but the employment of males has been 
declining steadily during the past five or six years as mining activity 
has continued to fall off. The important point is that the workers 
hired by new industry moving into depressed areas are often not those 
displaced by the decline of older industries in those areas. While there 
can be no doubt that conditions in these areas have improved as a 
result of the growth of new manufacturing activity, one should not 
conclude that a continuation of these trends will automatically solve 
their unemployment problems. 

In the anthracite area of Pennsylvania, and this is no doubt true 
to some extent in the.coal districts of southern Illinois, the expansion 
of manufacturing employment as work in the mines has declined has 
not necessarily meant a shift in employment for the displaced miners. 
The new industry has provided employment for younger workers, 
many of whom are entering the labor force for the first time; and, in 
some cases, the new industry has moved into depressed areas to 
capitalize on the availability of an abundant supply of female work- 
ers. This has had serious economic, social, and psychological con- 


*Inter-Industry Labor Mobility, Bureau of Business and Economic Research, North- 
eastern University, Boston, pp. 143-4. 
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sequences in the anthracite area. It has often meant that the women 
of the household have.become the family breadwinners while the male 
members have been forced to remain at home.® 

To some extent the same has been true in the depressed textile areas 
of New England. In some of these areas numerous small establish- 
ments have been opened which provide jobs for women. But many of 
the older male textile workers have been unsuccessful in finding new 
employment. In both of these types of regions there is a need for new 
job opportunities for older male workers in particular. 

These jobs need not and should not be of the “make work” variety. 
There are many types of jobs for which older workers are well suited. 
While it may be true that the costs of certain fringe benefits incurred 
in the employment of older workers are somewhat above those for 
younger workers, we need much more information about and careful 
analysis of the alleged disadvantages of employing persons past middle 
age before a successful program to re-employ them can be developed. 

Whatever approach to redevelopment is adopted, more will be 
needed than the development of plant sites or even the construction 
of general purpose plants designed to induce manufacturers to locate 
in depressed areas, if past experience is a reliable guide. Perhaps a 
combination of the programs developed in the Utica and Rockville 
experiments described in an earlier chapter would be helpful. 

But even if programs of retraining and job placement are put into 
operation, one cannot be entirely sanguine about the results. The 
Rockville and Utica experiments did not solve the problem of placing 
older displaced workers in new jobs. They revealed, however, that a 
positive program to increase labor mobility by means of aptitude test- 
ing, vocational training, and vigorous placement efforts, carried on in 
conjunction with industrial development activities, can reduce the 
duration of unemployment of displaced workers. Also, if the experi- 
ence of these communities is compared with that of others which have 
not taken similar action, one may conclude that in the absence of 
these programs some of the workers who were placed in new jobs 
would have been forced to withdraw from the labor market. 

A program to assist in the rehabilitation of depressed areas should 
provide for measures to increase the mobility of displaced workers. It 
should also assist the community in the development of local mana- 
gerial talent, and in the creation of locational advantages which 
would attract new enterprises to the community. In addition to loans 
for industrial development, technical assistance of various kinds 
should be given to depressed areas to aid in the planning and execu- 
tion of long-range programs of economic development. 


* Development agencies in Pennsylvania are aware of this problem. They are con- 
centrating their attention upon the attraction of industries to the anthracite area 
which will employ more male workers. 
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Chapter VII 


The Over-all Problem 
of Depressed Industrial Areas 


THE NEED for Federal aid to depressed areas has been established 
by the persistence of localized unemployment in spite of determined 
efforts by community groups to solve their own problems. This has 
been amply documented in a recent report of a subcommittee of the 
Senate Committee on Labor and Public Welfare, which held hearings 
in Washington and the states affected early in 1956.1 Although thou- 
sands of new jobs have been created in the depressed industrial areas 
of the United States, those which have been hardest hit remain in the 
surplus labor category. Congressmen, community leaders, specialists 
in industrial development, and others, testified to the need for a com- 
prehensive redevelopment program. 

It is evident that a piecemeal approach to the problem will not 
produce a satisfactory solution. There is need for a broad approach 
based on the recognition that localized unemployment is more than 
a local problem. Individual communities seeking to attract industrial 
prospects have intensified interregional and interstate competition for 
manufacturing plants. In this competition some areas have advantages 
over others. Some of these advantages are a natural outgrowth of 
changes in the distribution of our population, and the changing 
locational pattern of American industry. Others are the result of 
special concessions granted to new concerns by some states and com- 
munities. 

Development groups in some older industrial areas have witnessed 
the rapid growth of new industry elsewhere. They have sought to 
share in this growth by constructing general-purpose plant facilities 
to attract industrial prospects to their areas. This is a fairly recent 
development, and thus far has been successful in attracting new con- 
cerns to a number of depressed areas. 

The construction of new plants which can be adapted to a variety 
of uses will be an important part of a continuing program to rede- 
velop depressed areas. This will require coordination, however, and a 
certain amount of long-range planning. Testifying before the Subcom- 
mittee on Labor, Representative Daniel J. Flood of Pennsylvania said: 


When these dollars are used to build buildings under your act, Mr. Chair- 
man, I would like to caution you that you do not permit indiscriminate 


‘Area Redevelopment, Hearings before the Subcommittee on Labor of the Com- 
mittee on Labor and Public Welfare, U. S. Senate, 84th Congress, 2nd Session, 
Washington, U.S. Government Printing Office, 1956, p. 1170 ff. This is the most 
comprehensive investigation of localized unemployment conducted thus far. 
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loans and grants just to build buildings, hoping that something will 
happen. It will call for proper administration of the act and proper 
planning or this can be a dangerous thing *” 


This was a warning against the excessive building of new manu- 
facturing plants on speculation. Uncontrolled activity of this sort 
could increase the amount of industrial migration, and perpetuate 
the problem it was intended to solve. Under the terms of the Smith 
and Douglas bills, a new plant could not be constructed in a de- 
pressed area with Federal aid if this would lead to a reduction in em- 
ployment elsewhere in the country. But it might be difficult to guaran- 
tee that this will not happen. Or if this provision of the proposed 
legislation could be carried out to the letter, it might tend to freeze 
older industrial plants at established locations even if these locations 
were no longer suitable.** 

Left to themselves, however, individual communities will continue 
to engage in this form of competition for new industry. It would be 
better for the communities concerned, and for the national economy, 
if the construction of new plant facilities could be based on careful 
study of the need for new space as determined by rates of industrial 
growth and the changing composition and structure of industry. Thus, 
in addition to financial aid, depressed areas will require technical as- 
sistance to ensure that their capital expenditures will contribute to 
the sound, long-term growth of the community. 


Recent Trends in Manufacturing Employment 


An extended discussion of long-run employment trends would go 
far beyond the scope of the present report. But recent trends in manu- 
facturing employment are relevant, because of the emplrasis which 
has been placed upon the rehabilitation of depressed communities by 
inducements to manufacturers to locate new plants in these areas. 

Using the years 1947-49 as a base, we find that industrial produc- 


* Area Redevelopment, op cit., p. 69. 


* Congressman Flood is a native of Luzerne County, Pennsylvania, and has been 
active in the affairs of the Northeast Pennsylvania Industrial Development Com- 
mission since its beginning. His warning is very sound. No governmental regula- 
tion should prevent any American community from aggressively competing with 
another community for industry. Moreover, there should be definite limitations to 
the scope of tax write-offs, give-aways, etc., in any Federal program.—Victor Diehm. 


** We have here a good example of the inherent weakness of seeking a Federal 
solution to local unemployment. The loan features of either the Smith bill or the 
Douglas bill would—if adopted—be a disappointment to their supporters. By the 
time necessary restrictions are placed on the lending authority, loans will be 
found of no use to many community and area developers. In practice, more may 
be expected from technical services, but only if local initiative can be sustained 
and bolstered. Otherwise, Federal entry into the field will cause a net loss.— 
Arthur Moore. 
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tion, measured by the Federal Reserve Board’s index of industrial 
production, increased by 39 percent between the base period and 
1955. Manufacturing employment meanwhile had increased only 11 
percent. But this is not all. The greatest relative increase in manu- 
facturing employment was among nonproduction workers; that is, 
salesmen, clerical workers, and others engaged in the sale and distribu- 
tion of products after they have been fabricated. During this period 
the number of production workers employed increased by only 5.6 
percent. 

These trends reflect the effects of recent technological developments 
including the increased automatization of certain production proc- 
esses. The long-run trends are illustrated in the following graph, 
where they have been reduced to index-number form to facilitate com- 
parison. There is every reason to expect these trends to continue, and 
it is not at all unreasonable to expect at least a moderate decline in 
the actual number of production workers employed in manufacturing 
during the coming years. 

Because production jobs in manufacturing are increasing only 
slowly, and because virtually all areas, including those already heavily 
industrialized, engage in vigorous competition for new factories, it 
will not be easy for development organizations in depressed areas to 
create enough new manufacturing jobs to eliminate local unemploy- 
ment. Unfortunately, too, such organizations typically work within a 
narrow frame of reference. There has been far too little analysis of 
the aggregate net demand for new factory workers, or of recent trends 
in the locational pattern of American industry. And all too often local 
development groups take a short-run point of view in their desire to 
achieve quick results. 

Local industrial development commissions at times have encouraged 
the location of small, unstable manufacturing shops in depressed 
areas. Certain types of garment factories, for example, require little 
capital investment, and some branches of the apparel industry are 
easily entered. Operators of small shops have sought locations in de- 
pressed communities in the anthracite area of Pennsylvania and in 
New England. A large number of establishments of this type have 
been located in depressed communities, but the turnover rate is high. 
Many of the operators are of the “fly-by-night” variety who hope to 
capitalize temporarily on cheap labor and low-cost plant space. They 
obtain a few orders, rent the necessary machinery and plant space, 
and are in business. After getting out their orders they often liquidate. 
Such establishments typically pay the statutory minimum wage, and 
it is not surprising that in some areas they have found it difficult- to 
recruit workers even in the face of widespread local unemployment. 
_ The success of local development programs should not be measured 
in terms of the number of new enterprises attracted to a depressed 
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area since in some areas this will include many establishments of the 
type described above. The real measure of success is a steady decline in 
the number of unemployed, and this often has not occurred even 
where many new establishments have entered a depressed community. 
In general, the approach to the rehabilitation of depressed communi- 
ties has been too narrowly focused. The problems of each depressed 
area or community have been viewed in isolation. The over-all prob- 
lem of localized depression, however, should be viewed in a much 
broader context; both in our efforts to analyze and to solve the prob- 
lem, we should attempt to see it in its entirety. 


Possible Effects of Automation 


The problem of depressed areas will not necessarily be solved for 
all time even if unemployment is eliminated in our present surplus 
labor areas. It has become somewhat unfashionable in recent years to 
talk about technological unemployment. But in the words of the late 
Philip Murray “classical economic pronouncements about the auto- 
matic reabsorption of displaced workers by private industry, whether 
true in the long run or not, are just so much dribble to the men and 
women who are deprived of their accustomed way of making a liveli- 
hood.”8 

One cannot view recent technological developments without at least 
considering the possibility that the present problem of depressed 
areas may spread to other places as the result of a decline in employ- 
ment in other industries. In an important recent discussion of the 
economic consequences of automation, Professor Walter S. Bucking- 
ham, Jr., of the Georgia Institute of Technology, has explored some 
possible consequences of automation upon the location of industries 
and the creation of depressed areas.‘ 

He believes that the widespread adoption of automatized produc- 
tion processes may slow down or eliminate the migration of industry 
to low labor-cost regions. This could occur for two reasons; first, by 
reducing the ratio of labor cost to the total cost of production, savings 
to be gained from employing cheap labor would be minimized. Also, 
the type of worker required in a highly automatized production pro- 
cess is generally skilled, and traditionally there have been smaller 
wage differentials between skilled workers of different regions than 
those among semi-skilled and unskilled workers. 

Equally important, however, in Professor Buckingham’s view, is a 
second possible effect of automation upon the location of industry. He 


* Philip Murray, Technological Unemployment, Steelworkers Organizing Committee, 
Publication No. 3, April 1940. 


‘Walter P. Reuther, et al. The Challenge of Automation, Washington, Public 
Affairs Press, 1955. 
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foresees the possibility of an accelerated rate of the obsolescence of 
equipment. This would increase the likelihood that established manu- 
facturing plants might be abandoned, and this in turn could create 
new depressed areas. “Entire communities could become ghost towns 
if this happened and although there should be no long-run attempt 
to freeze existing industrial patterns nevertheless some kind of direct 
assistance may become necessary to mitigate the most acute hardships 
in these distressed areas.”5 

The problems suggested by Professor Buckingham may never ma- 
terialize. But we should be prepared for them before they are upon 
us, if automation does produce these effects. The development of a 
sound program for the rehabilitation of depressed areas would mini- 
mize the danger of their occurrence elsewhere at other times, and 
would provide us with the techniques needed to cope with the new 
problems if and when they arise. Before such a program can be de- 
veloped, however, we need to broaden our vision and to think in more 
flexible terms about the entire problem of economic growth in local 
areas. 


Technical Assistance to Depressed Areas 


Both of the bills proposed to provide Federal aid to depressed areas 
call for technical assistance to these areas. What does this imply? What 
sort of assistance would be helpful to a community seeking to revita- 
lize its local economy? 

Technical assistance is an important part of our program of aid 
to underdeveloped countries. It was recognized at the outset that no 
country, however wealthy, could pour its resources into underdev- 
eloped areas indefinitely. One of the goals of our foreign aid program 
is to provide assistance which will make these countries economically 
self-sustaining. This also is the goal of the proposed programs of aid 
to depressed areas in our advanced industrial society. 

As pointed out elsewhere in this report, local development efforts 
have not been broadly conceived. They have consisted primarily in 
promotional activities designed to fill existing plant space in the com- 
munity, or the construction of new plant facilities which, it is hoped, 
will attract new enterprises to the area. Little thought has been given 
to the question: What type of economic activity is best suited to the 
community or area? In many cases any and all new businesses have 
been welcomed. As a result there has been a high turnover of estab- 
lishments. 

The sound redevelopment of a depressed area, however, should be 
based on careful planning. Early in the program, a technological audit 


* Buckingham, op. cit., p. 40. 
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should be made to determine the types of economic activity which 
would contribute to sound and lasting growth. Since local develop- 
ment commissions do not have technical specialists to make such 
studies, they will require assistance. This could come from state and 
Federal agencies, and from educational institutions in the state. The 
community development program of Southern Illinois University is a 
step in this direction. Similar programs, even broader in scope, could 
be initiated in other states faced with the problem of localized un- 
employment. 

A well-planned and carefully executed technological audit should 
show how the resources of an area could be put to their optimum use. 
The audit would not be limited to natural resources, although the 
best use of these should be carefully explored. Recent experiments in 
the use of coal as a raw material for the chemical industry and in the 
development of synthetic fuels hold much promise for a revival of 
the coal industry in some areas currently depressed. Instead of mining 
coal to be shipped to industrial centers as fuel, however, various types 
of chemical plants could be attracted to the coalfields since there 
would be substantial weight loss in the extraction of synthetic gases 
and chemicals from coal. Experimental work along these lines is now 
in progress. It could be hastened, however, by financial and technical 
assistance to labor surplus coal areas. 

Some depressed areas are poorly endowed with natural resources, 
however, and in others basic resources have been largely depleted. 
How would a technological audit benefit these areas? Here the prob- 
lem would be to discover the locational advantages of these com- 
munities for various types of processing, fabricating, and research ac- 
tivities. Specialists in industrial location could help determine the 
advantages which such locations have to offer to expanding industries. 
Their analysis would be based on long-term fundamental advantages, 
and not short-term inducements, often artificially created. 

Other specialists could help discover local entrepreneurial talent, 
and assist in the development of new indigenous economic activities. 
In areas formerly dominated by a single firm or industry it might have 
been difficult for new, smaller enterprises to become established. In- 
deed, in some one-company towns the growth of new businesses was 
often discouraged since the dominating firm wished to protect its labor 
supply. Although this obstacle may have long since disappeared with 
the liquidation of the dominant firm, old habits of thought persist 
and the development of new enterprises will require encouragement 
and assistance. 

Businesses now operating in depressed areas could be encouraged 
to expand. Many types of specialists could assist in this. Industrial 
engineers, cost accountants, marketing specialists and others could as- 
sist small firms to increase their efficiency and to develop new products 
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and services. Educational institutions, through extension instruction 
of in-plant training, could participate in this process. The research 
facilities of universities should be utilized in discovering the full 
economic potential of depressed areas, and in the development of this 
potential. 

In this connection there is a need for new thinking and research. 
Location economists, for example, have typically considered the 
population distribution, interarea cost differentials and other loca- 
tional determinants as data, and have analyzed the present and future 
locational patterns of industry on the basis of these data and the ex- 
pected changes in them. There has been a preoccupation, too, with 
the growth of underdeveloped areas without sufficient recognition of 
the social cost of economic decline in older areas. Unemployment 
created by the migration of industry, or by the decline of other kinds 
of economic activity in certain areas, is often regarded as temporary, 
and due to frictions in the operation of the labor market. Such prob- 
lems, it is assumed, will work themselves out in the “long run”. 

Relatively little thought has been devoted to the creation of new 
locational advantages in older industrial areas which have experienced 
prolonged unemployment. Research on this should be encouraged 
and assisted as part of a broad program of area redevelopment. This 
is not to say that research on the growth of underdeveloped areas 
should be curtailed in any way. What is needed is a more balanced 
view which will recognize the need for growth in both underdeveloped 
areas and depressed industrial areas. 

The tendency to emphasize the growth of new areas, with little or 
no regard for the consequences in older areas, has recently been 
criticized by Albert S. Epstein: “. . . I believe that there is a moral 
issue involved. I think that where there is a choice involved between 
creating employment in a new area and creating unemployment in an 
old community, the protection of the older community should take 
precedence. Disorder and disruption of life should be avoided wher- 
ever possible.’’¢ 

Such difficult choices might be avoided or reduced to a minimum, 
however, by a sound policy which would stimulate economic growth 
wherever it is lagging. Studies should be initiated to determine the 
most suitable type of economic activity for each of the various types 
of areas requiring assistance. The contribution which new technologi- 
cal developments could make to the revival of older industrial areas 
should be thoroughly explored. Some of these areas might be suitable 
for research activities as such. The recent announcement that the 
Avco Manufacturing Company plans to locate a research facility in 
American Woolen’s former Wood Mill in Lawrence, Massachusetts, 


° ats Economic Review, Papers and Proceedings, May 1956, Vol XLVI, No. 2, 
p- 277. 
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indicates that this is entirely feasible. 

Current surplus labor areas might be quite suitable for many types 
of research activities. Specialized research personnel would not as a 
rule be available locally. But professional and highly skilled technical 
workers are among the most mobile in our labor force. ‘They could 
be attracted to the communities where the facilities are located. The 
general stimulus which this would provide to the local economy would 
increase the demand for other types of workers. 

The growth of research activities in surplus labor areas would have 
a further beneficial effect. Because of the high level of chronic un- 
employment, these areas are particularly susceptible to the effects of 
cyclical unemployment. But many kinds of research are geared to the 
long run. Employment in establishments conducting research fluctu- 
ates less than that in manufacturing plants. Thus such activities would 
provide a partial cushion to cyclical unemployment in currently de- 
pressed communities. 

In a general survey of the problem of depressed areas, such as this 
one, no detailed formula for redevelopment can be given. We can 
point out, however, that the results of research on the location of 
economic activities and economic growth can and should be applied 
to these areas as well as to underdeveloped areas. 

There has been a rapid advance in recent years in our knowledge 
of factors influencing the location of industry, and the operation of 
local labor markets.? Yet there has been surprisingly little application 
of this knowledge, and the techniques developed, in attacking the 
problem of chronic, localized depression. In any comprehensive attack 
on this problem the contributions that could be made by regional 
economists, geographers, demographers, and others, should be fully 
utilized. 

None of this is to suggest that a Federal agency should have the 
authority to dictate the location of industry, for example, by giving 
one area preferential treatment in granting loans. It is a suggestion, 
however, that an organization with a more global outlook than local 
development organizations could do much to encourage the move- 
ment of manufacturing industry and other kinds of business estab- 
lishments to areas which would offer long-run economic advantages 
to private enterprise while at the same time working toward a solu- 
tion of the problem of persistent, localized unemployment. 


The Timing of Remedial Measures 


As indicated before, the problem of chronic localized unemploy- 
ment persists through good times and bad. But in addition to the 


"See Papers and Proceedings, First Annual Meeting of the Regional Science Asso- 
ciation, Vol. 1, Cambridge, Massachusetts, 1955. 
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long-run forces which have created chronic, localized unemployment, 
the areas are subject to seasonal and cyclical influences as are all 
other sectors of the economy. Since these communities begin with a 
high level of chronic unemployment, even relatively mild cyclical 
downturns may send local unemployment figures to alarming levels. 
Interest in the problems of depressed areas, however, is most easily 
aroused during a period when local unemployment is highest. But, 
unfortunately, insofar as remedial action is concerned, little can be 
done to alleviate the plight of the distressed areas during periods 
when there is a general rise in unemployment throughout the nation. 

Remedial measures should be carefully timed and put into opera- 
tion during the upswing of cyclical fluctuations in employment. It is 
not at all uncommon for labor shortages to develop in some areas 
when general employment is rising even though a substantial number 
of workers in the country as a whole may be unemployed. For ex- 
ample, during 1952 and the early part of 1953 when national employ- 
ment levels were high, labor shortages developed in a number of 
heavily industrialized areas. During this period several branch plants 
were established in New England by manufacturing concerns. While 
only a few were located in labor surplus areas, others were located in 
communities which could draw upon the work force of these areas. 

A survey conducted by the New England Council revealed that the 
principal reason for the opening of these branch plants in New 
England at that time was the availability of labor.* Industrial develop- 
ment organizations should plan to capitalize on similar developments 
in the future. Rather than attempting to attract unstable manufactur- 
ing establishments, which might temporarily fill some of the vacant 
plant space in their communities, they would ensure a far healthier 
development if they took a longer view and planned for the sound 
expansion of local industry during periods of rising employment. 

A Federal agency to deal with the problems of depressed areas 
could be of considerable assistance in this respect. The Bureau of 
Employment Security of the United States Department of Labor col- 
lects employment and unemployment data regularly. This Bureau 
could keep such a redevelopment administration informed of chang- 
ing local labor market conditions. The administrator of this agency, 
assisted by his professional staff, could follow these trends closely. 
Areas of labor shortage could be quickly spotted, and the industries 
affected could be identified. The most feasible locations for the estab- 
lishment of a branch plant could then be determined among the areas 
with surplus labor available. This information could be passed on 
to employers experiencing difficulty in obtaining an adequate work 
force, and they could be referred to the industrial development organi- 


*“Yankee Labor Key to New Industries,” New England News Letter, the New 
England Council, June 1952, pp. 7-10. 
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zations of labor surplus areas. There should of course be no attempt 
to tell the employer where he should locate a branch plant or other 
facility. But information about available locations, plant sites, build- 
ings, and all the other data necessary for him to arrive at a location 
decision could be provided. 

Both extremes of labor shortage and of chronic unemployment 
might be avoided if the entire program could be broadly conceived, 
and coordinated through an agency which viewed the problem as a 
whole. This does not mean that everything would be left to a Federal 
redevelopment administration. State development commissions, and 
local and area development organizations such as those described 
earlier in this report would play a very important role in the com- 
bined efforts of all levels of government to work toward a solution of 
localized depression. Nor should the problem of depressed areas be 
left entirely to government agencies to solve. The proper role of 
government agencies should be to assist private redevelopment organi- 
zations in planning and coordinating their efforts, and to provide 
them with information, assistance and guidance as needed. In addi- 
tion, financial assistance on a loan basis should be made available. 
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Chapter VIII 


Conclusions 


THE PERSISTENCE of localized unemployment in a rapidly ex- 
panding economy is a fairly recent phenomenon. Initially, it was 
hoped that this problem would solve itself through action initiated 
at the local level. More recently, however, there has been increasing 
recognition that localized unemployment is more than a local problem. 
The author of a comprehensive study of economic growth has pointed 
out that barriers to growth in some areas will affect “the economy's 
overall rate of growth as well as its equilibrating tendencies.”! Some of 
our policy makers have now recognized that local areas will require 
financial and technical assistance if they are to participate fully in the 
benefits of our expanding economy. 

The form which proposed aid to depressed areas would take is fully 
consistent with our present economic institutions and practices. 
Government loans to private business have the sanction of past prece- 
dent. For some time the government has made loans to private ship- 
ping companies on favorable terms. For more than 20 years the govern 
ment, through the Reconstruction Finance Corporation, made loans 
to businesses to avert financial disaster. And when this Corporation 
expired in 1954, a Small Business Administration, with limited lend- 
ing powers, was established in its place. 

Federal aid in the construction of public works has long been ac- 
cepted as a proper function of government. Billions of dollars are 
spent annually in the construction of roads, and other public facilities. 
The construction of public works in depressed areas, through loans 
and grants, would be in full accord with this program. Vocational 
training and rehabilitation would be an extension of public educa- 
tion, and should be conducted through existing educational institu 
tions. 

State and Federal agencies have been providing technical assistance 
to individuals and business establishments for decades. The Depart- 
ment of Agriculture, the U. S. Fish and Wildlife Service of the De- 
partment of the Interior, the Department of Commerce, and numer- 
ous other agencies stand ready to serve the needs of farmers and busi- 
nessmen with advice and technical assistance. None of the functions 
to be performed by government in the proposals to aid depressed areas 
would be new. The only difference is that this assistance would be 


‘Henry J. Bruton, A Survey of Recent Contributions to the Theory of Economic 
Growth, Massachusetts Institute of Technology, Center for International Studies 
(preliminary version), April 1956, p. 38. 
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limited to specific areas. For this reason, some might raise the cry 
of “special privilege” or “preferential treatment”. 

Because of the general interdependence of all sectors of our econ- 
omy, however, the effects of localized depression ramify far beyond 
the boundaries of the communities directly affected. When thousands 
of workers are idle and unproductive for extended periods of time, 
there is a cumulative effect upon our total output of goods and serv- 
ices. The loss of production at any moment may appear small when 
measured against our total realized output. Over a sufficiently long 
period of time, however, this loss could become considerable. Even 
more important, and more difficult to measure, are the losses in 
human values. We learned during the Great Depression that pro- 
longed unemployment has a serious psychological impact upon the 
individual who comes to feel that his productive services are not 
needed. This may be even more severe for the individual in a de- 
pressed area, since he constantly reads and hears about the economic 
expansion going on around him and his community. 

We have had a decade of experience with local efforts to eliminate 
persistent localized unemployment. There has been progress, particu- 
larly in some areas, but the problem has remained with us through- 
out several years of high-level employment in the nation as a whole. 
The local leaders who have taken the initiative in the redevelopment 
of their communities deserve much praise. Aggressive, intelligent 
leadership will always be required if this problem is to be solved. But 
community leaders should not stand alone. Their efforts are most 
likely to be rewarded if instead of viewing depressed areas as a series of 
separate local problems we see them for what they are—parts of a 
national problem which will require a carefully planned and well- 
coordinated program if it is to be solved.* ** 


*I am fully in accord with Dr. Miernyk’s description of the causes of and situa- 
tions that exist in depressed industrial areas. I agree that specific Federal aid can 
help to more effectively cope with the problem, but I firmly believe that, in order 
not to replace or minimize the responsibility and value of civic-minded local 
leadership, this Federal assistance should be designed to supplement local and 
state programs by: 


1. Extending the same benefits now provided for the amortization of emergency 
facilities to industries locating or expanding in depressed areas. 

2. Locating in depressed areas, insofar as practicable, new defense facilities, one 
hundred percent financed by the Federal government. 

3. Locating in depressed areas, insofar as practicable, new facilities required by 
the Federal government in the normal conduct of its business, and one hundred 
percent financed by the government. 

4. Allowing contributions to nonprofit local organizations established to develop 
and improve economies of depresssed areas to be deductible for tax purposes. 


A Federal “organization with a more global outlook than local development 
organizations” will stifle local and state initiative with its inference of a planned 
economy and it is no substitute for intelligent, enthusiastic, and responsible local 
leadership.—Charles E. Oakes. 
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**In the introduction to this report, as in the policy statement which was re- 
leased on July 22, 1956, it is stated that depressed industrial areas are a problem 
for the Federal government and that the Federal government must step in and 
cope with this problem. 

Definitions are ee and the report comes forth with the thought that 
chronic localized unemployment will receive primary emphasis. The question of 
chronic localized unemployment is of course a problem for local, state and Federal 

ments but, in my considered opinion, it cannot become the primary respon- 
sibility of the Federal government and here one becomes somewhat concerned 
about the use of the word “chronic”. Taking the situation of the textile industry 
in New England, I do not believe that it would be fair to deal with the com- 
munities affected by the exodus of textiles on the basis of their being centers of 
chronic localized unemployment. It would appear that the use of this term is 
not properly descriptive of the situation and I do not believe that these areas which 
have suffered due to the exodus of the textile industry, which now have pulled 
themselves up through their own efforts to a point where they have diversified 
industry, can properly be called “chronic”. The same yardstick may be applied in 
the case of Altoona, Pennsylvania, and in some of the other illustrations given 
in the report. 

I will take the case of the City of Lawrence as I am more familiar with it, and 

int out that, unfortunately, the facts almost entirely refute the statements made 
in Dr. Miernyk’s report. It has been suggested that, because certain individuals 
are desirous of seeing Federal legislation set up to handle depressed areas and 
because Lawrence—famous for years as the No. | center of unemployment in the 
country—had pulled itself up without Federal aid and had repeatedly refused to 
give the type of testimony that the Senate Labor Subcommittee desired should be 
given, an attempt was made to belittle the job that had been done by the people 
of Lawrence. 

It can be said without fear of equivocation that Lawrence has demonstrated 
that a program of Federal aid is wrong and needless. Lawrence today is facing an 
acute labor shortage and the latest figures available from the Department of Labor 
show less than 4,000 persons in the labor force that are unemployed. 

It is stated in the report, drawing heavily in this instance from the report from 
the Harvard group, that the local civic leaders tended to minimize the problem 


of the community, feeling that if the local picture “pI red too dark new business 


would be discouraged and would not locate there, This, in the case of Lawrence, 


is absolutely untrue. ; 

The civic leaders reorganized their Chamber of Commerce and increased its 
budget from $10,000 to $50,000 per year with all energies being devoted to creating 
new industrial jobs and job opportunities. The — speaks of a “conspiracy of 
silence”—yet one of the community civic leaders bought an old cotton-spinning 
mill and developed it much along the line of the project that was later to receive 
so much attention in Nashua when textron pulled out. This mill, which in its hey- 
day as a cotton-spinning mill employed less than 1,000 workers, has over 3,000 
persons employed in many different industries. ‘ 

In 1955, 25 civic leaders put up from $5,000 to $25,000 apiece to buy an old 
textile mill. This mill property now contains 20 diversified industries providing 
employment for over 5,000 persons. — ; ‘ 

Another group did the same thing with other abandoned textile properties. 

A Citizens’ Gomasiien for Industrial Development was created with a budget 
of $50,000 a year and the civic leaders, including representatives of labor, industry 
and retail trade, met every two weeks and developed a program which has 
brought over 61 new diversified industries to Lawrence. 

Western Electric came in to Lawrence because the Korean War would not 

it them to build a new plant. They took over a cotton-spinning mill that 
fad employed 600 persons when it was running three shifts, six days a week. 
Western Electric renovated this plant and they now employ in excess of 2,000 
persons in the plant and will continue to employ these 2,000 persons even when 
their new $15 million plant some three miles away in North Andover, a town in the 
Greater Lawrence area, is completed and running full force. 

Business le of Lawrence purchased over $100,000 worth of stock in the 
Massachusetts Business Development Corporation. That Corporation has loaned ap- 
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proximately $1.25 million to businesses and firms in Lawrence and is directly re- 
sponsible for creating more than 4,000 job opportunities. 

The report stresses the fact that the psychological effect of chronic unemploy- 
ment is most depressing on the community, and that of course is true. However, 
in dealing with Lawrence, it should be shown that during this period of 
alleged chronic unemployment, Lawrence's retail sales and savings eth deganitn 
increased to a marked degree and that, percentage-wise, last year Lawrence enjoyed 
the highest percentage increase of any area in the state. Further, Lawrence banks 
had one of the highest Christmas Clubs dollar volume of any area in the state. 
As a matter of fact, Worcester, a prosperous industrial community more than 
twice the size of Lawrence, had less Christmas Club savings than Lawrence. Need- 
less to say, this money was not generated from unemployment compensation checks 
as was alleged in the report, nor from substandard, fast-buck-type, sweatshop, hole- 
in-the-wall industries as is also alleged in the report. 

In Lawrence, as in the rest of Massachusetts and all of New England, the 
economy has been greatly strengthened by the diversification of industry and the 
day of alleged chronic depressed areas in New England has passed. 

Lawrence, Massachusetts and the rest of New England have — demonstrated 
that there is no need for Federal legislation on this matter. When the attitude 
of the mg in the community is — and they honestly strive to help them- 
selves they will be successful. Success begets success. No amount of aid from the 
Federal government will ever be a substitute for right attitudes and right motives. 
—Kurtz Hansen. 
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Senator Hartke. Thank you for coming, sir. 

Mr. Arthur Johnson, Mr. John Humms, Mr. S. J. Keely, and Otis 
Lamar. 

If those gentlemen will come forward and please identify your- 
selves for the record so we can tell who we have talking, we will 
appreciate it. 


STATEMENT OF S. J. KEELY, FLUORSPAR DIVISION, MINERVA 
OIL CO. 


Mr. Keery. Mr. Otis Lamar on my right, mayor of Rosiclare. 

I am S. J. Keely, employed by the Minerva Oil Co. in the produc- 
tion of fluorspar. My home is in Eldorado. 

I would like to go along with the endorsement of your plan to help 
this part of the country. 

(The written statement of Mr. Otis Lamar follows:) 


PREPARED STATEMENT OF OTIS LAMAR, MAYOR, ROSICLARE, ILL. 
DECLINE OF DOMESTIC FLUORSPAR INDUSTRY AFFECTS A COMMUNITY 


My name is Otis Lamar. I am the mayor of the city of Rosiclare and appre 
ciate the opportunity to present to you the information regarding the unemploy 
ment situation in the Rosiclare area. 

Rosiclare, Ill., is located in Hardin County which is the second smallest county 
in the State of Illinois. A small amount of unemployment greatly affects such 
a small area and when it reaches the proportions that it has reached in the last 
10 months, we find the effect is almost disastrous. During 1959, Minerva Oil Co., 
which is one of the largest employers of this area, has had 60 men working and 
some of these men are only working part time. In 1958, they employed 172 
men and previous to 1958, they had as high as 215 men on their payrolls. 
Ozark-Mahoning Co., in 1959 has empleyed about 120 men. In 1958 they had 
148 men working and, previous to 1958, they employed about 157 employees. 
During 1959 the Southern Iilinois Mining Co. closed up their doors and quit the 
business. This threw approximately 90 men out of work who were working 
for them during the year 1958 and at various times they employed considerably 
more men than this due to the construction work they were doing. Also, we 
find a number of small producers have been forced to close their doors during 
1959. Most of these small producers were selling their fluorspar to some of the 
larger companies in the area. These were the HOEB Mining Co., Goose Creek 
Mining Co., PMT Mining Co. and Gibbons Mining Co. These companies have 
all been affected by the imports of fluorspar from other countries and also the 
termination of Public Law 733 which was terminated December 31, 1958. Dur 
ing 1958 the fluorspar industry fared fairly well but, on January 1, 1959, serious 
injury began and continues with a number of serious casualties with no effective 
relief of any kind in sight. The smallness of the industry and the area involved 
as compared to thousands of other industries keep it from being heard effectively 
However, the serious impact on this community cannot be overlooked. 

Also lending itself to the general impact of unemployment in Hardin County, 
we find that one of the large employers discontinued operations in March of 
1954. Previous to March 1954, they had 203 employees on their payroll and 
also purchased ore from a number of independent contractors. 

This area has been seriously injured by the unemployment situation and is 
in danger of further injury if some relief is not forthcoming in the way of a new 
industry to take up the slack in employment or some relief to the fluorspar in- 
dustry to enable them to operate at a more normal pace. 

Thank you very much. 


se me ut Oe tee tet, ASO 
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EFFECTS OF IMPORTS OF FLUORSPAR ON DOMESTIC INDUSTRY 


Senator Harrxe. As I understand, 90 percent of our fluorspar is 
now being imported; is that right? 

Mr. Kerry. There isn’t that much. That is high. 

Senator Doue.as. It was some time ago. 

Mr. Keery. Weare all going out of business; that is the fact. 

Senator Harrxe. But far more than half the fluorspar consumed 
and used is coming from foreign producers. 

Mr. Keery. Far more than half, 

The Minerva Oil Co. in our fluorspar business in Hardin County 
have five mines and two mills. We are working about a third of our 
normal employed force and we don’t know how long we can continue 
that because—as in our presentation going on at this time to the Tariff 
Commission—we are in serious difficulty. We are operating at a 
loss every day. We are operating approximately one-third of the 
force, but we are doing that in hopes that we do get some help. Ap- 
parently the only help we can get will be the Government because the 
importation is eliminating all of our sales. I wouldn't want you 
gentlemen to think we sit ‘idly by and do nothing about it. We are 
trying. But each newly developed product or usage for fluorspar that 
we come up with is immediately scooped up by the importers. That 
is quite normal because they can import it much cheaper than we can 
mine it and sell it. 

To give you a specific example. The zinc smelting industry. We 
through our own research and the cooperation of some e small zine com- 
panies perfected a method whereby they are greatly helped by using 
our products. We developed it but we don’t get to sell them because 
the importers do. The same in the brick industry. It is fine for a 
while, and immediately they got the business. We are just about 
at the end of our road. And we apparently need from the Govern- 
ment either a quota arrangement or a tariff. The quota will be Senate 
bill 285 if you are familiar with it, Senator Douglas. And we would 
like very much your help on that, but one of the two will be about 
the only thing that helps the fluorspar industry on where we go from 
here. We are certainly hoping for a suggestion from you gentlemen. 
We need help. 

Senator Doucias. I may say that some years ago I succeeded in 
getting the Office of Price Stabilization and other Government agen- 
cies to stockpile fluorspar which kept the industry going for some 
years. 

The administration now takes the position that its stockpile is in 
excess of any war needs and it has opposed the quota system on the 
grounds that this would hurt our relations with Mexico and that Mex- 
ico would propose reprisals against our products, and that is very 
roughly the situation so far as the fluorspar is concerned. 

Mr. Krery. Senator Douglas, at present though, Mexico is just a 
part of the importing body. Spain and Italy are just about equal 
now. As to the governmental attitude to it we must have some help. 
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We want to thank you for the stockpiling program and we are not 
going to argue the point that there is an adequate supply, but the 
industry. for the good of this country should go on, and certainly 
from an economic standpoint it should go on for us and the men. 
But I want to argue and debate for some assistance in some way or we 
are going to have to close, and when you let mines fill up with water 
and junk out your material everybody loses. 

Senator Dovetas. How many mines are operating in Hardin 
and—— 

Mr. Kerety. Ozark Mahoning, like us, are wholly producers for the 
domestic market, and Rosiclare Lead & Fluorspar has been idle for 
some time. 

There is another large mine down there and a mill operating. 
That’s Aluminum Co. of America. They sell nothing on the market. 

Senator Harrxe. You understand, of course, that one of the pur- 
poses of this committee and a part of the scope of this committee is 
making a specialized study of industry and the effect that foreign 
imports are having upon them, not only such as fluorspar but bicycles’ 
Some 6,000 bicycles were shipped in from Czechoslovakia, which is a 
Communist country, but look at your advertisements that sell them. 
They are sold at Christmas time for our children, but they are provid- 
ing jobs for people in Czechoslovakia, people behind the Iron Curtain. 
Same thing is true on watches and textiles, all of which are under the 
scope of the committee holding hearings here today. 

I was also interested in this: Do you know whether there has been 
any contribution by the U.S. Government under our foreign-aid pro- 
grams to any of the industries which are now in direct competition to 

ou in foreign lands? In other words, have any of these countries, 
ike Italy, received any direct money to help them build up in the 
fluorspar industry, do you know ? 

Mr. Keery. I am not qualified to answer. 

Mr. Daty. I can answer that. 

Senator Hartke. Identify yourself. 

Mr. Day. My name is J. J. Daly, Minerva Oil Co. I would like to 
say that the development of large acid products facilities in Mexico 
have been directly tied to the Commodity Credit Corporation and 
perhaps the largest producer of acid fluorspar in Mexico at the pres- 
ent time is the “Romo” interest, and the basis for the installation of the 
plants, and as a matter of fact most of the sales that those plants have 
made, have been through Commodity Credit contracts, so that the Gov- 
ernment has had some influence in developing foreign sources. 

Senator Harrxe. That is all the questions I had, gentlemen. | 
want to thank you for coming here today and for your testimony. 

Mr. Keery. Thank you for letting us talk. 

Senator Hartke. Mike Reagan, president, Local 1027, UAW, Al- 
lis-Chalmers, Springfield; Wilma Carlson, Local 1027, UAW, Allis- 
Chalmers, Springfield; and Frank Weitzel, Local 1027, UAW, Allis- 
Chalmers, Springfield. Good afternoon, Mrs. Carlson, and gentle- 
men. Very happy to have you with us this afternoon. 
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STATEMENT OF MIKE REAGAN, PRESIDENT, LOCAL 1027, UAW, 
ALLIS-CHALMERS, SPRINGFIELD 


Mr. Reacan. My name is Mike Reagan, Local 1027, UAW, Spring- 
field, Ill., representing the Allis-Chalmers plant. This is Mrs. Carlson 
who is a laid off worker there, and I have also with me Mr. Frank 
Weitzel who is also a laid off worker there. I didn’t bring any pre- 
pared statement but I did bring two laid-off workers so I think maybe 
that will substitute for the statements. 

What I would like to talk about is some of the things that I have 
heard asked here this morning and some of the reports that I have 
heard given. 

I would like to say this: That in the plant that I am the president 
of the local union, we have a lot of people from southern Illinois, 
from Harrisburg, Mount Vernon, Murphysboro, Carbondale, Anna, 
Pickneyville, Hillsboro, that work in my plant. A lot of those fel- 
lows are servicemen. They are servicemen from the Korean war 
and, of course, the World War II. We have also in our plant a lot 
of miners, fellows who came out of the mines around Taylorville, 
Kincaid, and some from even down in southern Illinois. The younger 
miners, of course, the fellow who has not been in the mine too long, 
doesn’t have too much trouble in our plant. We do have some older 
miners though also working in the plant. 


AREA REDEVELOPMENT BILL (S. 722) ENDORSED 


I also want to make a statement that my union, the UAW, is fully 


behind the area redevelopment bill, S. 722. 

I would like to talk about some of the things that the people in 
southern Illinois—and incidentally I am from Murphysboro. Mrs. 
Carlson is from Murphysboro, and Mr. Weitzel’s home is in Spring- 
field. I left Murphysboro in 1943. Mrs. Carlson I think left approx- 
imately around 1952. The thing that happens from people down 
here, they come up in our plants—and I can talk about Decatur, too. 
We have one in Decatur. We also have other plants over there. I 
have found by the fellows that are friends of mine—incidentally, that 
is another thing. A membership card, if I notice it is from down in 
southern Illinois, of course I give that a little attention because I 
was in the civilian conservation camps as a young man over at Mur- 
physboro, Ill. My wife was from Murphysboro. And of course 
when I got out of the civilian conservation camp in this part of the 
country there was not any work to be got, so I had to go seek em- 
ployment somewhere else. 

These people who come in to Springfield and Peoria, East Moline, 
and incidentally I do get in those towns because I attend meetings 
there, and I meet a lot of fellows from this area. They got employ- 
ment but not the year round because you bump into seniority in our 
plant. Mrs, Carlson has employment from 1952. She has been laid 
off four times since 1952. You can get a job, but a person or a young 
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married man with a family or a young fellow who is thinking about 
getting married can come down and depend on building a home or 
buying a home—and I think that is very important because after all 
I think the dreams of every young man, and we were all young men 
and women at one time or another, is that some day we want to get 
married and build a home and have a family—and those people from 
down in southern Illinois come up around our area to seek work, they 
can’t accomplish that because they work about 8 or 10 months out of 
the year and then there is a big layoff and then they are on unemploy- 
ment for 5 or 6 months. In fact, in 1956 they were laid off for 19 
months. So they can’t actually depend or plan or dream or anything 
else of accomplishing one thing that we say that we do in America, 
and that is planning a home, and I think that we all know that the 
foundation of the American democracy is built on that type of think- 
ing and dreaming. 

If you ever go down 127—if you ever drive down 127 in Springfield 
on Friday night: or Saturday morning you can very well tell about. the 
amount of people from this area that live and work up around Spring- 
field and come back into this area over the weekend. I am sure if you 
people who live in this area will meet a lot of those people, they are 
scared. They are scared to invest in property because they don’t have 
the security. They don’t have the job security up there. 

As I said before, I work for Allis Chalmers, and Allis Chalmers’ 
work is in two fields. They are in the agricultural field and they are 
in the implement field. Now the agricultural implement field depends 
on the farmer. If the farmer has to sell pigs at $8 a hundred he can’t 
go out and buy any farm equipment. It means that the farm equip- 
ment plants build up big inventories of machinery they can’t sell, and 
that of course means there is going to be a lot of layoffs. 

There is one thing many people at the plant have run into on the 
employment thing. At Springfield we have a capable unemployment 
office. I have no criticism of it. In normal times they can handle 
the people, but right now—we had 4,400 people in the bargaining unit 
that I represent in July; now we have 1,800. We have approximately 
that many people who are laid off. And, of course. all of these people 
converging on an unemployment office within a week creates the prob- 
lem that they have to handle 600 or 700 in 1 day which means that 
after the unemployed went there and put in his waiting week the card 
is sent in to Chicago—and that’s another thing that people in our area 
cannot understand—why their checks always come out of Chicago and 
don’t come out of offices over Illinois that are more centrally located 
or central to the area they are living in so they don’t have to wait 4 or 5 
weeks for a check. After all, a person who is unemployed and gets 
one check after he is laid off and then if he doesn’t start getting his 
unemployment checks he gets in trouble with the bill collectors or the 
landlords. Well, then he has to make his mind up to whether he is 
going to stay in Springfield or go back down to Benton, Harrisburg, 
or West Frankfort or somewhere and wait for the company he is 
waiting for to call. We think there could be a simpler and must 
faster system set up in the unemployment situation around the Spring- 
field area. Our local union sends two people down to the unemploy- 
ment office and nays their wages to help these people. 

We had a question here this morning about the miners—my folks 
were coal miners—whether a coal miner fits himself into a plant. 
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Miners do fit themselves into the plant. But like I spoke a little 
while ago, most miners that come back into industry are too old and 
they normally get the sweeping job or some small job where there is not 
a lot of money invested in it. 

I heard a question asked this morning, “Do people want to work?” 
I think they & My experience is that people do want to work. They 
are very interested in work. People want to work because they want 
to own something some day and a lot of people have said, and people 
of importance have said, that man wants to leave his mark around 
somewhere when he is gone, and I don’t think anybody who is living 
on public aid or relief is going to leave much mark, and I think it 
kills his ambitions. I find that the young servicemen and the miners 
and everybody want to work. They want security, job security, and 
I think the people down at southern Illinois want job security. 

I heard talk this morning here about stuff being shipped into this 
country. Last Friday I was in Detroit, Mich., and went into a plant, 
the new Massey Harris Ferguson plant, on a tour of the plant. The 
only thing they do in that plant is assemble and paint. ‘The motors are 
made in England, and 65 percent that makes up that Massey Ferguson 
tractor is made out of the continental United States. That is not my 
figure because I was going with the plant manager and asked him how 
come. He said, “Well, most of this stuff comes from London, Eng- 
land,” and I immediately asked him what percentage of the other 
parts—what percentage of the other parts that goes into this tractor 
comes from foreign countires, and he said it was over 65 percent. 

Somebody said this morning that somebody likes to live like the 
Joneses, I don’t think the workingman wants to live like the Joneses. 
I think the workingman wants to live like the other workingman 
does—have a small, decent home and a home he can raise a family in. 
I think that is the important thing. I don’t think he dreams about 
moving up on the hill where the Joneses own the big house. That is 
not my ambition. I say the people in southern Illinois, as I said 
before I was down here, lived down in this country 10 years and left 
here in 1942. I myself can’t get a job down here to support my wife 
andthreekids. I had to get out of this area. 

I want to say one more thing, and sometimes I get carried away on 
these discussions. They are important to me anyway. We, as three 
people from Springfield, I want to thank the committee for allowin 
us to come down here. Somebody sitting in this room might think 
that the people in Springfield do not have the unemployment problem 
too. The reason we have it is that we are on the fringe of the industrial 
area of the State of Illinois, and the people down in this country come 
down there to get a job. Now before 1948 in the plant I worked in. 
we had permanent employment. In other words, a company would 
have about 2,800 people in that plant working, but they have learned, 
the company has, that the best way to do that is to hire an additional 
1,600 people maybe and work them about 9 months out of the year, 
and pile up a huge inventory. I don’t know whether any of you 
people have ever driven by the Allis Chalmers plant in Sprin~‘ield, 
but I assure you if you had a little over a year ago, you would have 
seen 3,025 tractors out in the yard. You would also notice there 
weren’t too many cars on the parking lot because there weren’t too 
many people working. The company had laid off. They lay off until 
they sell that inventory. 

47557—60—pt. 429 
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There has been one thing that has helped us, and that was getting 
this Federal road building program into effect. That has helped us 
because we make that kind of equipment in Springfield. The fact is, I 
would like to thank the people from the West Frankfort area. I see 
right outside the window here they have a grader that we make in 
Springfield. And I want to tell the miners in this area that I am 
still burning southern Illinois coal in my furnace. 

I want to say one thing more and I will shut up. The president of 
our international union not too long ago met with the head of the 
Soviet Union in San Francisco. Of course, Mr. Khrushchev bragged 
about the accomplishments of the Soviet Union and he said one thing 
that very much impressed me, and I wasn’t there firsthand, that he 
was no longer scared of the might of the United States. He told 
Reuther this. But he was scared; his only ambition was that some 
day in the very, very near future that they had one goal, to try and 
reach, and then they would be on the equal of the people of the 
United States, and that is to raise the Russian worker’s economic 
standard of living equal to ours. He said once he had done that he 
could prove to the rest of the world that communism is the form of 
government that works and democracy is the failure. 

I think that’s very important. I think it is important to this com- 
mittee, this Senate investigating committee, that they do look into 
these areas, not only in Illinois, Look there first because I am from 
Illinois, and see if we can’t in southern Illinois get some factory down 
there to keep the people in southern Illinois, so they can enjoy a home 
and some of the dreams they have dreamed about in their earlier life. 
I thank you. 

Senator Dovcias. Mr. Reagan, I was very much pleased that you 
endorse the area redevelopment bill. Any features of that bill you 
want to talk about particularly ? 

Mr. Reagan. No; I am not too well acquainted with it. I would 
have had Robert Mason, I am sure you know him, he was ill and 
couldn’t come down. But I do know that we have endorsed the bill 
and are in full sppport of it. I am proud that our union has always 
endorsed the type of legislation that we feel is good for all the Amer- 
ican people. 

Senator Harrxe. I just want to clear up the record. I think I was 
the person who mentioned that they keep up with the Joneses. What 
I really meant, they want a chance to work and make a decent living 
for themselves. 

Mr. Reacan. I know you didn’t mean that. I did think it was a 
point. I meant it was just a little house across the street. 

Senator Harrxe. I wasn’t thinking of the rich Joneses. 

Mr. Weitzel, do you have anything to add ? 

Mr. Wetrze.. No, sir. I think Mr. Reagan has said everything 
there is to cover. 

Senator Harrxe. Are you drawing unemployment compensation ? 

Mr. Werrzeu. Yes, sir; as of a month and a half ago, but it takes 
a while to get the checks. 

Senator Harrke. How much is your unemployment check ? 

Mr. Wetrzev. Mine is $40 because I have one child, and sometimes 
you might get it 3 or 4 days after you sign up for it and sometimes 
you get it a week and a half after you sign up for it, and last week— 
I signed up for a check last Wednesday and it’s been a week and 1 
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day since I have had any. I haven’t had one yet. I should get it 
today. Sometimes when you need it you don’t get it, and sometimes 
when you get. it why it’s all right. 

Senator Harrke. How long can you still draw this check? 

Mr. Werrze.. Sir, till about the middle of next year, but I don’t 
want to draw it that long if I can help it. 

Senator Harrke. What are you going to do in the meantime? 

Mr. Weirzev. Well, my wife is working at a part-time job now. 

Senator Harrxe. Do you like be supported by your wife? 

Mr. WEITzEL. No, sir. 

Sentor Harrke. You have any children? 

Mr. Weirzeu. Yes, sir; I have one daughter. 

Senator Hartke. How old is she? 

Mr. Werrzet. She is about 3 months old. No, I didn’t get married 
to be supported by my wife. That was my job. But as you know, 
around Springfield the unemployment is bad right now, which can’t 
be helped, so I have been laid off. I will have to wait. I have 
looked for other jobs. Worked in Chicago for a year. I worked out 
at Allis-Chalmers for about 6 months and got laid off. 

Senator Harrxe. How old are you? 

Mr. Weirze.. Twenty-six. 

Senator HarrKe. What education do you have? 

Mr. Werrzet. Two and a half years of high school, sir. 

Senator Hartke. You own your own home? 

Mr. Wetrze.. No, sir. I haven’t been think about buying a home 
yet because I don’t think it’s possible. 

Senator Hartke. I am asking some personal questions. 

Mr. Wetrzet. That’s all right. 

Senator Harrke. What is your.rent ? 

Mr. WerrzeL. My rent is $380 now because I am living with my 
mother. 

Senator Harrxe. You are doubled up living with your parents and 
your wife is working to help with your unemployment check to keep 
you going to support a 3-months’ old child, your age is 26 with 24% 
years of high school education. 

Mr. We1TzEu. Yes, sir. 

Senator Harrse. If that isn’t a summary of one of the real catas- 
trophes of American society I don’t know of one. 

Mr. ReaGan. I might add he just got out of the Marines not very 
long ago. 

Senator Harrxe. I am not reflecting on him. I think it is fine of 
him to tell us this. I know at lunch we were having a discussion 
of the dropouts at high school and I know one of the people I was talk- 
ing with expressed some doubt that there was this dropout. 

Mr. Werrzeu. Sir, I didn’t drop out of school because I wanted to. 
I would like to have finished but my father got sick and I had to help 
support the family, and that’s why I quit school. 

Senator Doveias. Have you worked other places besides Spring- 
field and Chicago? 

Mr. Wetrzeu. No, sir; I just got out of service in 1957 and worked 
at Chicago a little better than a year. 

Senator Douaias. How many places did you work at in Chicago? 

Mr. Weirze.. Just one, sir. 

Senator Doveias. A steady job? 
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Mr. Werrzeu. Yes, sir; but it wasn’t enough because the rent was 

expensive. 
enator Doveias. How much did youearn? 

Mr. Werrze.. About $75 clear. 

Senator Dovezas. Seventy-five a week ? 

Mr. Werrzeu. It cost you almost that much for rent, sir, to live up 
there in Chicago. That’s why I couldn’t make it up there so I moved 
back down here. 

Senator Doveias. How long have you been unemployed now ? 

Mr. Werrze.. Going on about 214 months, sir. 

Senator Dovetas. Ten weeks? 

Mr. Werrzet. Yes, sir. 

Senator Doveias. Do you hunt for work in the meantime ? 

Mr. Wetrzet. No, sir; I can’t right at the present because my wife 
has been supporting us and I have to stay home with my child, but 
my sister-in-law is going to baby sit for me while I start looking around 
for work. 

Senator Dovetas. You are going to start hunting for work? 

Mr. Wetrrzex. Yes, sir. 

Senator Dovcias. Do you know many unemployed people in 
Springfield ? 

Mr. Werrzeu. Yes, sir; there are quite a few. I don’t know the 
amount but there are quite a few. 

Senator Dovcras. Did I understand Mr. Reagan to say they had 
laid off 2,600 at Chalmers. 

Mr. Reagan. Twenty-six hundred. 

Mr. Weirzeu. Yes, sir. 

Senator Doveras. Do you know whether these men stayed in the 


locality or did rn leave the locality ? 


Mr. Werrzet. Sir, I imagine some of them left the locality. 

Mr. Reacan. Yes, they did because they come to our local union hall 
and they asked for a withdrawal card, and they go to some other local 
and they can get in without paying initiation fees. We have given out 
about 700 or 800 withdrawal cards. 

Senator Dovcras. Are other plants in Springfield laying off ? 

Mr. Reacan. They are staying on an even keel. Of course, the 
smaller industries are having layoffs and that is why it is so tough. 

Senator Dovetas. What kind of work can you do, Mr. Weitzel? 

Mr. Werrzet. Sir, after I got out of service I took up carpentry— 
that was before I went to service—and never finished it. I went to 
Chicago to work. 

Senator Doveras. What kind of work have you been doing at Allis- 
Chalmers? 

Mr. Werrze.. Assembly work, sir. 

Senator Dovetas. How long did it take you to learn the job? 

Mr. Werrzet. About a day, sir. 

Senator Dovetas. And the Chicago job, how long did it take you 
to learn that? 

Mr. Werrzeu. Well, that takes any amount of time because you are 
doing a lot of different things and it takes time to learn all those 
different things. 

Senator Doveras. That. was a more skilled job? 

Mr. Werrze.. Yes, sir. That was telephones, switchboards, and 
things for the Navy, which takes a lot of learning. sscalins 
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Senator Harrse. I have another question. Does Mrs. Carlson have 
any statement? ' : 

Mrs. Carson. No; I think he has covered just about everything. 
I would like to add the only thing is it does create a family problem, 
this unemployment thing, as far as the teenagers are concerned. 
think this unemployment has a lot to do with our eae problem 
that we have today. I have teenagers and I am around a lot of teen- 
agers and I really think—I think that if there was more employment 
for these younger kids too, as well as the older people, there wouldn’t 
be the problem that we have. And that’s another place where they 
would save money I believe, if we had this. 

Senator Dove.as. Is it pretty hard for a youngster for one reason 
or another who has dropped out of high school to get a job? 

Mrs. Cartson. Very hard; it is almost impossible. 

Senator Dovenas. So if the youngster doesn’t like school and quits 
it is pretty hard to get a job and they tend to hang around the streets? 

Mrs. Cartson. That is right, sir. I have a son that’s in the Navy. 
He quit high school. Of course, I didn’t want to see him leave home 
at 17 but I would rather see him in there than on the streets. 

Mr. Werrzev. When a young man quits high school, sir, and he gets 
out it is hard for him to get a job because he hasn’t had any years 
in the service and not many places will take you until you have been 
in the service. That’s why it’s hard for a younger man to get a job. 

Senator Dovueuias. Mrs. Carlson, when aid. you leave Murphysboro? 

Mrs. Cartson. Oh, I left Murphysboro it was in about 1948. I 
was in St. Louis, Mo., and I worked there for a while, but I had my 
three children to raise alone and St. Louis is rather a large city and 
I felt like—and the wages wasn’t too high—I felt like I would be 
better in a smaller place where I would be with the children more. It 
wouldn’t take so much time to drive back and forth to work. So of 
course Mr. Reagan’s wife and I were raised together in Murphysboro 
and I had been out of touch with them for a number of years, but 
I got in touch with them and I went to Springfield to go to work. 

Senator Dovetas. Do I understand that when you lived in Murphys- 
boro you worked in St. Louis? 

Mrs. Caruson. No, sir; I left Murphysboro. At that time my 
husband was with us and we were living in St. Louis. 

Senator Doveias. Murphysboro has a shoe factory and the em- 
ployment has been very stable there. In talking to your friends are 
they able to find jobs around Murphysboro? 

Mrs. Carson. It’s been so many years since I have even been back 
down so I really couldn’t tell you. But I know when I was living 
there that the shoe factory was just about the only place of employ- 
ment in Murphysboro. 

_ Senator Doveras. Would you like to come back to southern Illinois 
if you could find a job here ? 

rs. Cartson. Well, that would take a little thinking over. I have 
8 years of seniority at Allis-Chalmers and I have my family almost 
raised. My youngest one is 14. No; I don’t think I would now. 
Years ago I would have stayed there because that’s home. 
_ Senator Doveias. You would have stayed here if there had been 
job opportunities for you ? 

Mrs. Carson. Yes. 
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Mr. Reacan. Senator, I assume you are wondering why is she laid 
off if she has seniority, but they are back to 1948. Anybody there 
after 1948 is walking the street now. Her 8-year seniority doesn’t 
hold a job in the plant now. 

Senator Harrxe. Is this occasioned by the steel strike ? 

Mr. Reacan. No; we were laying off because we had built up an 
inventory out in the yard and the company was laying off before that. 
The last part of our layoff is involved in the steel strike, but most of 
our layoff was because we had built up too great an inventory. 

Senator Dovetas. Why does the company do this? 

Mr. Reagan. Well, we have a hiring rate of about $2.08 an hour 
and they can hire a young fellow coming out of school in the spring, 
they can work him up until November and he will just start getting 
into the rate money in December, and the machine they put him on, 
our people with seniority have moved off of, and they are simple and 
they can get them pretty cheap that way, because the fellow coming 
in doesn’t get the wages. As I said before, we used to have about 
2,800 people steady. Now we get up to about 4,400 and then down 
to about 1,800. They will be employed for 8 or 9 months and then 
off again to get the job done cheaper, to be honest about it. We have 
in our plant the S.U.B. A fellow who has been there a year of course 
gets 65 percent of his wages when he is laid off. 

Senator Dovetas. Supplementary unemployment benefits. 

Mr. Reagan. That’s right. But they get a lot of fellows who don’t 
get that year. So about 9 months is when they make their layoff, 

ut the older fellows who have established seniority of course they 

t the supplementary unemployment benefits, and it is 60 percent 

or man and wife and up to 70 percent for wife and five kids. 

Senator Dovetas. Mr. Weitzel, are you getting something? 

Mr. Werrzet. No, sir. 

Senator Dova.as. Mr. Reagan is saying this is a general practice, 
that you are not an isolated case; it is quite common practice to lay 
a man off after he has been there 6, 7, or 8 months before he qualifies 
for supplemental unemployment benefits ? 

Mr, Werrzeu. Yes, sir. 

Senator Doveras. You think that’s true? 

Mr. Wetrrzeu. Yes, sir; I do. 

Senator Dovexas. Mrs. Carlson, do you think that is true? 

Mrs. Cartson. Yes, sir; I think that’s true. I have a nephew who 
went to work the same time. He is married and has a family of two 
children and he is laid off so they are not eligible. 

Senator Dovetas. Mr. Reagan was implying, though he did not 
directly say, that the work has become irregular in part because of 
this fact. 

Mr. Reacan. No; not only because of that fact. Iam sorry, Sena- 
tor. We have another big factor that is involved: automation. And 
in plants now automation is becoming a big thing. It’s like I went 
to a meeting in Detroit. There was a sort of a bitter feeling against 
automation. But we went there for a meeting, and as Reuther says, 
the man who stands in front of progress is going to get rolled over. 
Our union is for automation and you have to recognize automation 
because automation is progress. But we do think it is a problem 
that is going to have to be reckoned with. We-have got machines in 
our plant today that take the place of many people. I saw a machine 
up in Detroit last week that took the place of 44 people. I know in 
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the mines today they have a lot of machines that take the place of a 
lot of miners. And this thing is going to have to be reckoned with 
somewhere down the line. The legislators, Senators, and Congress- 
men of the United States are going to have to meet this problem face 
to face. At the Springfield, Ill., plant the company is continuously 
buying new machines. We say they have their right. That is prog- 
ress. But we also know that when they buy this type of machine 
that means a lot of our boys are going to be laid off. 

Senator Harts. Thank you for coming. 

Mayor Carl Johnson representing the city of Eldorado. 


STATEMENT OF HON. CARL JOHNSON, MAYOR OF ELDORADO, ILL. 


Mr. Jounson. I wish to point out a few facts of unemployment in 
Eldorado. Like all of the towns in southern Illinois, our main indus- 
try has been coal mining and farming. Coal mining has gone back- 
ward and now, the last few years, farming has stepped backward. 
The elements of weather and everything concerned, mostly it seems 
that the roll of public assistance is a great burden on the taxpayer. 

I would like to add that I can see a lot of fine points in the bill 
that you two Senators are supporting and cosponsoring, inasmuch as 
the city of Eldorado at one time took stock of itself and decided that if 
no one would help them they would try to help themselves. They 
started an operation which was known as Operation Bootstrap, which 
we got national attention for, [think. With the aid of Southern Illi- 
nois University we compiled facts and considered our assets and lia- 
bilities. Of course, our assets weren’t too much, but our liabilities 


were something we could correct by our own doings. We set about 
=e oa things, beautifying our town. At one point we do- 


nated labor and materials. We rebuilt the city hall completely, 
which we didn’t have the tax money for. We set up a park system 
and built three parks in conjunction with a neighboring town. We 
eliminated the eyesores. A lot of women planted flowers and we 
became known as the City of Golden Daffodils. Many of our people 
traveled all over the United States. We have been as far as Cali- 
fornia. Each time we would meet with industrial representatives 
there was always something lacking. The water supply perhaps. 
Then in the tax situation, we have so many on public assistance that 
our tax rate was so high that that was prohibitive. Then they would 
always say, “Well, what do you have to offer? What will you offer 
us?” Of course, we couldn’t afford to give them the land or this or 
that because with employment and everything as it is we don’t have 
the money to support that. I think that your bill giving the small 
interest rate and the high loans to industry will attract industry. 

Also on your public utilities, I think that portion of your bill— 
and I know that we ourselves need a new sewage system. At one time 
we applied for Federal grant, and we received it. We could get it, 
but our people, our taxes were already so high, they raised so much 
Cain about taxes, we were unable to go ahead with that. Those situ- 
ations arrive and where you are unemployed and have no assets or 
nothing to give them you don’t attract industry. And I think the 
only thing that will help us in southern Illinois is aid from the 
Federal Government. 

Senator Dovanas. That’s very interesting, Mr. Johnson. It is fre- 
quently said that the Federal Gocurameet should keep its hands off 
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and each locality should solve its problems for itself. We all know 
about the Operation Bootstrap of Eldorado. You have certainly 
made every effort to attract industry. Did you find it difficult for 
local banks or neighboring banks to make loans to new industry? 
Did they have enough capital ? 

Mr. Jonnson. No, sir, they did not have. 

Senator Doveias. Was it possible ot get insurance companies and 
investments ? 

Mr. Jonnson. No,sir. Weused every possibility. 

Senator Dovexas. So that after trying all these resources you think 
that some loan capital from the Federal Government would be of 
distinct help ? 

Mr. Jonnson. I think it would help industry and help us; yes, sir. 

Senator Dovernas. And do you think some local capital could be 
brought in if you had a nest egg, Federal capital, to build on? 

Mr. Jounson. Yes, sir. 

Senator Doveias. I am very pleased to have you say this. It is 
what I have believed for a long time. And you started out with the 
belief you could solve your problems, didn’t you? 

Mr. Jonson. We tried awful hard. 

Senator Dovetas. After how many years you have come to the 
belief you must have some outside help ? 

Mr. Jounson. Possibly 8 years, sir. We have been as far as the 
east coast and west coast. 

Senator Hartke. Mr. Mayor, I take it that in substance you are 
saying that you are not able to pull yourself up by your own boot- 
straps ? 

Mr. Jounson. Yes, sir; you are right, Senator. 

Senator Harrxe. This is a remarkable thing because previously 
I heard, during these hearings, testimony that an area in western 
Pennsylvania tried for 9 years to do the same thing and they are so 
desperate in their plight now that they beg for help from any place 
they can get it. 

Let me ask you, what is the effect, after a community has asserted 
every effort it can to pick itself up by its own bootstraps and still not 
succeed, what is the effect on the people in the community ? 

Mr. Jounson. Well, I would say in effect they sort of give up. I 
mean they exhaust their will, just go as they are, and it takes away 
their effort. 

a Hartke. What about the family, the effect on the family 
ife ? 

Mr. Jounson. Well, most of those just go out and get a job in 
Evansville, St. Louis, or anywhere else and leave their families and 
come back on weekends. They have their home and leave their family 
and drive to St. Louis on Sunday or Monday morning and travel 
back tren: to spend the wetted with them. 

Senator Harrxe. All you want is a chance to work for a decent 


living ¢ 

Mr. Jounson. Yes, sir. 

Senator Harrxe. Thank you, Mr. Mayor. Very valuable testi- 
mony, sir. 

Mr. Hughes. 

The statement of Mr. Hughes will be placed in the record. You 
may proceed, sir. 
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STATEMENT OF GOFFREY HUGHES, EXECUTIVE DIRECTOR, 
SOUTHERN ILLINOIS, INC. 


RECOMMENDATION FOR AREA REDEVELOPMENT Bix (S. 722) 


Mr. Hucues. I am Goffrey Hughes, executive director of Southern 
Illinois, Inc. On my left here is Mr. R. J. Lewis, president of South- 
ern Illinois, Inc., residing in Anna, Il]. I want tosay in the beginning 
our recommendation has been on the record as favorable to the area 
redevelopment bill as proposed by Senator Douglas from its very 
inception, and I shall read from the report here. 

(The written statement of Mr. Hughes follows :) 


PREPARED STATEMENT OF GOFFREY HUGHES, EXECUTIVE DIRECTOR, SOUTHERN 
ILLINOIS, INC., CENTERVILLE, ILL. 


Gentlemen, I represent a nonprofit area development organization known as 
Southern Illinois, Inc. Its chief objectives are to improve the economy of the 
southern counties of Illinois. (See “Know Southern Illinois Incorporated.” ) 

The many facets of the problem of chronic unemployment that you are hearing 
here today are constant and commonplace to us. 

We know that to attack by improving education, encouraging better agricul- 
ture, developing our recreational assets, and promoting and attracting industrial 
activity, will help. These things we have done with varying success from year 
to year since 1940. 

NEED FOR VOCATIONAL RETRAINING 


We give full support to our educational leaders as they strive to give better 
education opportunities. We recognize that the main problem of chronic unem- 
ployment does not exist among our people with good skills or liberal education. 
It appears obvious to us that education is a sure cure for unemployment. We 
plead for Federal funds to give vocational training to our many unemployed 
people. Many went into the mines as boys with limited educations. Now, after 
30 or more years, they may be only 45 years of age and out of work. It isa 
long time until social security retirement age of 65. We urge you to plan to 
give these people an educational retread. Teach them skills and vocations so 
that their services may be in demand in industry. They want to return to the 
status of taxpayers rather than become dependent on the welfare services of 
the county, State, and Federal Governments. 

Our agriculture is still a basic job-producing industry. The national problems 
of agriculture are here as well as our own that are caused by marginal producing 
farms. Anything that you can do will be appreciated. The development of our 
forest reserves offers some hope. 

Recreation in southern Illinois is becoming known as an industry. During 
this last year more attention to that resource has been developed than in any 
prior year. We are encouraged to believe that further lake development would 
greatly increase that potential for the economic good of all. 

In industry we place our utmost faith. We are gradually surmounting the 
problems that once seemed to be impossible barriers. Industry is slowly coming 
to southern Illinois. The efforts of many good chambers of commerce, our 
utility, our labor and professional groups, with Southern Illinois University, 
under the leadership of Southern Illinois, Inc., can point with pride to some 
progress. However, our success is limited generally to such fields as wearing ap- 
parel, wood products, electric and electronics, small machine products, and 
chemicals. We have not yet attracted the larger heavy manufacturing that is 
capable of employing our large manpower pool. 

Southern Illinois has not been blessed with the location of large defense 
projects, such as other more favored areas. The result is that we have not had 
the benefits to be derived from such vast Federal spending. This area needs 
some such development. 
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CANALIZATION OF BIG MUDDY RIVER URGED 


We would be able to solve our problem of unemployment if we could have our 
own resources developed. It happens that much of our great coal resources lie 
untouched and undeveloped. We need such projects as the canalization of Big 
Muddy River and Beaucoup Creek, Rend Lake, and others. We could con- 
ceivably employ 2,000 more coal miners if we could get out to markets as the 
Kentucky people have been able to do. (See attached brochure on Big Muddy.) 

Our area has been bypassed on canalization projects such as are described in 
the attached. This has been unfortunate because in the area of the Big Muddy 
Valley the welfare agencies are spending approximately $7 million per year. 
In like proportion vast sums are being spent in the Saline Valley. Both are coal 
producing and could ship to faraway markets if river traasportation were made 
available. Those people would become taxpayers and contribute to the total cost 
of the projects. 

It is a fact that 2,680 jobs now exist on the Crab Orchard Lake (Ordill) in- 
dustrial area. If the rivers of our area were developed, it seems reasonable to 
estimate that, in addition to more employment for coal miners, we could attract 
heavy raw product using manufacturers that would employ from 5,000 to 10,000 
people. Once we attract industry of such proportions, our little problems will 
solve themselves as satellite industries come or develop as a matter of natural 
course. 

See also attached printed material intended to satisfy you that our organiza- 
tion is doing everything possible under present circumstances to cope with the 
problem. We need Federal aid to supplement our efforts. I hope you offer some 
remedial projects and legislation. 


Know SoutTHERN ILLINOIS, INC. 


The organization was incorporated June 17, 1940, as a nonprofit corporation 
under Illinois law. Its objectives as set out in the charter are: “To preserve 
present industry located in southern Illinois; to publicize and promote the indus- 
trial advantages of southern Illinois; to publicize and promote the recreational 
advantages of southern Illinois; and to promote the educational advantages of 
southern Illinois and particularly to promote the expansion and growth of 
Southern Illinois Normal University.” 

Know, too, that great progress has been possible during the last 15 years by 
the close cooperation of local chambers of commerce, our Southern Illinois Uni- 
versity, our Illinois Public Aid Commission, our elected officials, our public 
utilities, our newspapers, radio and TV stations, our banks and other business 
and professional men and women, our friendly labor unions, our railroads, truck 
lines and civic, professional, and fraternal groups. All are working as a great 
and powerful team in an organization—Southern Illinois, Inc. 

Know, also, that the many good things that have come to southern Illinois 
during the last 15 years did not “just happen.” Examples: 

1. Crab Orchard, Little Grassy, and Devil’s Kitchen Lakes. 

'2. Illinois Ordnance Plant. 

3. Development of Southern Illinois University and Vocational Technical 
Institute. 

4. Several new manufacturing industries, employing more than 10,000 people. 

5. Much better labor-management relations. 
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6. Developing a sense of pride in our scenic and recreational assets. 

%, Advertising nationally the good things of southern Illinois—good maga- 
zine stories and TV releases. 

8. Further plans in the making for Rend Lake and other Big Muddy Basin 
improvements. 

9. Immediate promise for further development for our timber resources. 

10. Promotions of air service and better roads. 

11. Definite plans for further utilization of our mineral resources. 

12. Serving as a forum for discussion, evaluation, etc., of worthy projects for 
southern Illinois and as a powerful committee of action to get things done. 

The “area concept” of assuming that what is good for one community of this 
area is good for all of southern Illinois is becoming a widely accepted belief. 


In~ino1is STATE EMPLOYMENT SERVICE, 
Cairo, Ill., December 14, 1959. 
Mr. GorrrEY HUGHES, 
Beecutive Director, Southern Illinois, Inc., 
Carterville, Iil. 

Dear Mr. Huaues: The following information is being submitted in response 
to your request dated December 11, 1959. 

The area covered by the Cairo office consists of Alexander, Pulaski, and Massac 
Counties. Unemployment as of October 15 is estimated at approximately 1,500. 
This does not include an approximate 800 workers, principally in Alexander and 
Pulaski Counties, that are engaged at various times in seasonal agricultural 
harvests, both in and outside of the local area. Although a portion of these may 
be considered as available for industrial employment, the bulk of them may be 
considered as agricultural workers and are employed the greater portion of the 
year. 

Am attaching a copy of our most recent Labor Market Trends and since this 
is primarily written for the immediate local office area includes only Alexander 
and Pulaski Counties. 

Trusting this is the information you desire, I remain, 

Yours very truly, 
ERwWIN E. ALTHOFF, Manager. 


[From Labor Market Trends—Cairo Area] 
NovEMBER 1959 SUMMARY 


Callbacks of laid-off workers plus seasonal advances boosted mid-October 
employment at 41 major firms in the Cairo area’ 175 above the total of 6 months 
ago and 125 above that of a year ago. The increase in employment during the 
past 6 months, along with the normal seasonal agricultural harvest demand, 
reduced the number of jobless from 1,850 in mid-April to approximately 900 as 
of October 15. With the exception of declining construction payrolls, indications 
are that employment will remain at about the present level until Christmas, 
after which there will be the usual tapering off. The table below indicates 
employment at reporting firms during the past year: 





1 This area includes Alexander and Pulaski Counties. 
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Nonagricultural employment in the Cairo area (in reporting establishments only) 


Number of 
establish- Oct. 15, 1959 | Apr. 15, 1959 | Oct. 15, 1958 


EMPLOYMENT IN NONMANUFACTURING INCREASES 


Employment at leading nonmanufacturing establishments increased by 125 
during the April-October span. This gain occurred primarily in construction 
(100) with small assists in warehousing and trade. Seasonal activity in the 
harvesting of agricultural crops also absorbed from 600 to 700 workers during 
the greater part of the 6-month period ending October 15, One construction 
firm was responsible for a year-to-year increase of 50 in nonmanufacturing as 
the majority of other firms remained stable or declined slightly. 


MANUFACTURING ALSO SHOWS SLIGHT INCREASE 


Employment at 12 manufacturing firms rose by a nominal 50 over the 6-month 
period. The most significant gains occurred in fabricated metals (50) and ap- 
parel (25), with minor decreases in wood products and chemical processing. 
Over the past 12 months, fabricated metal products led the manufacturing gains 
which totaled 75. 

UNEMPLOYMENT DECLINES 


Completion of the season’s cotton harvest and consequent outmigration of work- 
ers has been the major factor in reducing unemployment, at least temporarily. 
It is estimated that the number of jobless on October 15 was about 900 (in- 
cluding 300 women) as compared with 1,850 (including 425 women) as of April 
15, and 1,100 (including 375 women) a year ago. 


CHARACTERISTICS OF JOBSEEKERS 


A study of the active file of job applicants registered with the Cairo office of 
the Illinois State Employment Service at the end of October, reveals that job- 
seekers were distributed among various occupational groups in the following 
proportions: Unskilled, 28 percent; skilled, 12 percent; semiskilled, 12 percent; 
service, 13 percent; professional, managerial, clerical, and sales, 13 percent; 
and entry occupations and agriculture, 22 percent. Relative to age, 23 percent 
of the total were under 20; 22 percent between 20 and 34; 38 percent between 
35 and 54, and 17 percent over 55. A large group of agricultural harvest hands 
available for seasonal activity is not included with these registrants. 


LABOR SUPPLY VERSUS. LABOR DEMAND 


This area is normally one of considerable labor surplus. A large percentage 
of the unemployed, however, are engaged in seasonal agricultural harvests at 
various times. Utilization of a portion of the area manpower in other areas, 
greatly assisted in giving almost year-round employment to harvest hands who 
“follow the crops.” Approximately 700 of these workers were temporarily em- 
ployed in Michigan during the summer and early fall months, and about 200 were 
employed in Kentucky, Missouri, Louisiana, and other harvest ureas. 


OUTLOOK 


Leading employers expect mixed trends to prevail during the next few months, 
mostly along seasonal lines. Trade will undergo modest holiday expansion, 
while chemicals and construction will taper off sufficiently to pull midwinter em- 
ployment somewhat below the current total. 


Senator Doveias. Mr. Hughes has been a valiant worker in this 
field for many years and we appreciate the help you have given us on 


the area a6 bill, and also very pleased to see that you are 
interested in Rend Lake. I hope it can be carried on. 
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Senator Harrxe. I have known Mr. Hughes for several years, too, 
and I want to add my compliments on your fine work for years past. 

Mr. Hueues, Thank you, sir. 

Senator Harrxe. Howard Mendenhall, manager of the Rend Lake 
Conservancy District, accompanied by Mr. O. D. Flatt, president of 
the Rend Lake Association. 

Good afternoon, glad to see both of you gentlemen. 

(The written statement of Mr. Mendenhall follows: ) 


PREPARED STATEMENT OF HOWARD MENDENHALL, MANAGER, REND LAKE CON- 
SERVANCY District, BENTON, ILL. 


REND LAKE CONSERVANCY DISTRICT—-A WATER RESOURCE DEVELOPMENT 


Gentlemen, I am Howard Mendenhall. I am a water conservancy district 
manager for the people of Franklin and Jefferson Counties here in the coal- 
fields of south-central Illinois. I’m here for the purpose of suggesting an an- 
swer that offers a logical solution to the problem of chronic underemployment 
and unemployment. The answer that I am about to suggest is best illustrated 
with a story; a story of local effort to work out a solution to a water problem 
whieh was activated by the spur of large-scale technological unemployment. 

In 1954, in the headwaters of the Big Muddy River (a tributary of the Mis- 
sissippi), where there was and still is extremely high unemployment, two severe 
economic blows, involving the lack of water, were dealt in rapid succession. 

Blow No. 1 was that of a large national coal-using industry which would have 
employed 2,500 men, failed to locate in the area because of no firm supply of 
cooling and process water. The company was so interested in the coal, labor, 
and transportation facilities of the area that they had their engineers investi- 
vate the proposed Rend Lake Dam site on the Big Muddy River. However, be- 
cause of the time factors involved, they were unable to recommend locating in 
the area. 

Blow No. 2 was the drying up of almost all of the areas’ water supply reser- 
voirs in the summer of 1954 at the culmination of a 3-year drought. Every 
city and village in the area was faced with an agonizing appraisal of its water 
sources. Tight restrictions, emergency pipelines, railroad tank cars, and trucks 
solved the immediate problems. Thinking town leaders saw first hand the ter- 
rific toll that siltation had taken. Over the years reservoir capacities had 
shrunk while consumption grew. Restrictions had shrunk current use from 
7 to 6 million gallons a day. But, looking ahead to only a modest population 
increase, they found that the minimum needs of the area by 1970 would be 12 
million gallons a day, and by 1980 they would need 17 million gallons per day.’ 

When aware of the possibility of damming the Big Muddy River near the 
ghost mining town of Rend City, alert citizens quickly formed the Rend Lake 
Association to do it. They realized many jobs could be created by building 
the dam and that a large body of water on top of 10 billion tons of coal would 
ultimately produce many thousands of permanent jobs. Then the 4,000 member 
organization found out that even though incorporated, they had limited power 
to act. 

Therefore, in January 1955, they conducted an election to create the two-county 
Rend Lake Conservancy District. It had authority to develop water resources, 
limited taxing and bonding powers, the right of eminent domain, and the authority 
to enter into agreements with other units of government. 

At the request of the six citizen trustees, the State legislature appropriated 
$40,000 to the Illinois Division of Waterways to make a detailed engineering 
study of the Rend Lake site. The Illinois Public Health Department investigated 
the multiple community water supply potential. The University of Illinois 
and Southern Illinois University appointed advisory committees to work with 
the board of trustees. Investigations were made by the State conservation 
department, the Illinois Water Survey Division, and the district itself. The 
U.S. Park Service, Forest Service, Fish and Wildlife Service, Soil Conservation 
Service, and the Corps of Engineers were all consulted. The conclusions are 
that Rend Lake offers the best undeveloped reservoir site in the region for 
supplying water for municipal, industrial, and recreational development. It 


1 Details attached. 
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offers floodwater storage, will make possible a low-flow guarantee, and has 
exceptional waterfowl management potential. 

Now, note this well. No single local, State, or Federal agency has the 
necessary authority to obtain funds to build such a lake. The only possible 
way it can be built now would be by several agencies working together. But, due 
to various regulations, laws, and customs, most of these agencies cannot partici- 
pate in a joint venture of this type. 

Let’s take a detailed look at this proposed lake that nobody can build. It is 
not a hypothetical case, but a very real one on which the local people and the 
State have already appropriated a quarter of a million dollars. This would 
make it seem that the situation is well in hand, but that is not so. At the rate 
at which this money has become available, it would take 250 years to do the job. 

If the $25 million pricetag on this project seems high, remember the increasing 
population pressure is continually pushing land values up. Delay will increase 
the cost, but let’s see what we would get for our money, when it is built, in 
addition to jobs during the construction. 

A 25,000-acre lake with: 

1. 99 billion gallons of water (302,500 acre-feet) of which— 

(a) 40 million gallons a day would be available for consumptive use 
as a municipal, industrial, and agricultural water supply. 

(1) 31 towns and cities with 69,000 people in 4 counties are within 
15 miles of the reservoir site. By 1980 their need will exceed their 
own present storage capacity by 12 million gallons a day; by 
23 million gallons in 2000. 

(2) At 5 cents per thousand gallons this consumptive water would 
represent a value of $35 million in 50 years. A 1:1.4 cost-benefit 
ratio on this one item alone. The predicted useful life of the lake 
is 350 years. Also, there would be: 

2. 219 miles of shoreline with 25,000 acres of peripheral land in public 
ownership which would offer recreational opportunity to: 

(a) 2% million people from 4 States within 100 miles with: 

(1) 25,000 acres of public boating and fishing water. 

(2) 10,000 acres of public parks, beaches, campgrounds or quasi- 
public (leased) cottage, club, and group campsites; marinas, conces- 
sion areas, and industrial sites. 

(3) 25,000 acres of public hunting grounds which includes 20,000 
acres (land and water) of manageable waterfowl area. 

(0) Using Senator Kerr’s suggested value of $1 per visitor day the 
predicted million-plus yearly users would give a $50 million benefit 
in a 50-year life for a 1:2 cost-benefit ratio on this one item. 

8. 142,500 acre-feet of floodwater storage would be available. 

(a) Assigning an arbitrary value of $1 per year for an acre-foot of 

flood storage capacity, $7 million of benefit are created during 50 years. 
4. Mine head electric generating potential based on— 

(a) 10 billion tons of proved coal reserve within two counties where 
the lake would be of which— 

(1) 100 million tons are located 600 feet under or within short 
conveyor haul of the lake. 

(bo) The tremendous savings to the power grid customers in four States 
possible from the efficiencies inherent in major mine-head powerplants 
in this area could exceed the entire project cost many times. 

5. Increased job opportunities in an area of extremely high unemployment. 
There are 10,000 unemployed within 25 miles of project. 

These are just some of the major benefits that could occur if Rend Lake could 
be built. 

All right, why doesn’t the conservancy district build the lake? 

The legal bonding power is 5 percent’ of the district’s $136 million tax base. 
This $6 million debt limit is less than one-fourth of the total estimated cost. 
For practical purposes, this is all they can raise. The local people are showing 
their faith in the project by using local tax money for land purchase, for engi- 
fieering studies, and for continuing promotion. They have already purchased 
2,400 acres of land in the lake area. However, they could not vote to approve the 
heavy tax increase a bond issue would involve unless they were assured the rest 
of the money to complete the project was available. 


® Raised from 214 percent in July 1959. 
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But, the local people are not the only benefitors. Many of the tangible returns 
are collectible only at State or national levels. For example, increased use-tax 
collections and hunting and fishing license sales returns would go to the State. 
Increased collections of gasoline taxes go to the State and Federal Government. 
Increased income tax returns from individuals and businesses go to Uncle Sam, 
as would the increase in duck-stamp revenues. Reduced relief costs in the area 
would benefit all three levels of government. Flood and low-flow benefits would 
benefit nondistrict counties and States. An additional obstacle to local initiative 
was the recent Federal legislation which forced laws precluding a local govern- 
mental unit from earning money by licensing boats. This item alone yielded 
$65,000 a year to Ohio’s Muskingum Conservancy District in 1957. 

Can a smaller, less costly project be developed even though it only partially 
uses the damsite? A 5-foot lower elevation cuts the water yield 50 percent, the 
flood detention capacity by 35 percent, saves only 10 percent in cost and would be 
inadequate to meet even municipal water needs by 1990. 

How about the State? 

No single State agency is presently staffed, equipped, or authorized to take on 
an overall project of this size. The job might be broken down into several parts 
that could be handled by various State agencies if given the go ahead. Parks, 
forestry, fish and wildlife, highway and waterway divisions all could play a 
major role in certain phases of development and many other State agencies 
could play supporting roles. The State has already helped with major basic 
engineering, assurance that an interstate highway will not ruin the lakesite 
and an appropriation of $150,000 for land acquisition. Our Governor, William 
G. Stratton, has also assured us that the State will handle needed highway ele- 
vations and relocations. But, he says until Federal participation is assured, 
he feels he cannot approve major cash commitments. 

What about Federal help? 

The Reclamation Service doesn’t operate east of the Mississippi. (We are 
70 miles east.) The Soil Conservation Service is out because of the large size 
of the lake and because of the arbitrary benefit considerations they are ham- 
strung with. For example, we have a (Public Law 566) small watershed 
project in the Sevenmile Creek, a Big Muddy tributary area east of our major 
city of Mount Vernon. Six small dry—detention structures are proposed. A 
single combined water storage-flood control structure which would be the nearest 
and best possible water source for the city of Mount Vernon is about to be 
ruled out. Why? Because, the lake comes out with a cost-benefit ratio of 1:07, 
solely on the basis of flood benefit. No matter how desperate a city might be, 
agricultural flood damage and wildlife are the only benefits SCS is allowed to 
incorporate in their determination of project feasibility regardless of who might 
be willing and able to pick up the tab for the difference. 

The Forest Service and Park Service are interested, but helpless to assist in 
other than an advisory way. The U.S. Fish and Wildlife Service could help, 
but they are concentrating currently on duck-breeding grounds, rather than 
goose wintering or duck resting and feeding areas. 

That leaves only the Corps of Engineers. The corps is frank in saying: 
“Your people were smart enough to build your towns and buildings far away 
from the flood plain, they have already gone to the expense of raising the rail- 
roads and highways above flood levels and abandoned to brush the fields that 
flood regularly. In effect, you are penalized because there isn’t enough flood 
benefit.” Not being allowed to credit recreation or low-flow increase as a bene- 
fit the corps has been able to figure cost-benefit ratios on navigation and flood 
control only until last year when they were permitted to recognize water supply 
values. The same values that the Soil Conservation Service cannot count as a 
benefit. 

Can the corps help at all with Rend Lake? 

Four years ago, reconnaisance studies of the canalization of the Big Muddy 
River, a completely separate project, were started. Preliminary studies which 
might have been completed 2 years from now, were not appropriated for this 
year. If they can be reactivated, then authorization and appropriation pro- 
ceedings which will take an unknown period of years can begin. According to 
rough guesses, Rend Lake at the head of the canal might have some navigation 
value, when and if canalization should prove feasible, some unknown period of 
years in the future. 

Meanwhile Rome burns. Community decay continues. Industries willing to 
use our unemployed labor supply reject our water-short towns. Last summer, 
a $15 million fertilizer plant that wanted 4 million gallons of water a day turned 
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this area down. Before that, a rubber plant and an aluminum plant. A mem- 
ber of the Illinois Public Aid Commission has stated: “The potential savings 
in relief costs alone could build the whole Rend Lake project in a few years 
time.” We sit on top of the world’s richest coalfields. Yet, we have to haul 
our coal 90 miles south or 70 miles west to water, then build high-tension lines 
to bring back what has by then become high-priced electricity. 

Our story of frustrated local effort to solve our two biggest problems, large- 
scale chronic unemployment and chronic water shortages and floods gives a key 
to the root of the problem. Conventional Federal channels of water develop- 
ment are blocked by narrow and unrealistic limiting standards. Efforts to get 
needed risk capital from private sources are blocked by the lack of privately 
collectible revenue. The present program of the HHFA and the various other 
Federal loaning agencies are not applicable to the construction phases of our 
problem. The only pending legislation that would ease our situation is Senate 
bill 722, the Area Redevelopment Act, and H.R. 6396, the National Water Re- 
sources Act. No new water legislation is likely to be passed until after the 
Senate Select Water Committee reports in 1961. Thus, our only chance of im- 
mediate action to relieve the expense and misery of our heavy unemployment is 
through prompt action on the area redevelopment bill. 

Such a bill should be activated in prosperous times rather than slack times. 
Those communities who have a fundamental need for such assistance will not 
then be shoved aside by the larger, stronger areas whose need is only temporary. 
Once the provisions of the bill have had their chance to take effect and the 
accumulated backlog of individual and community misery can be cleaned up 
then it can begin to fulfill its truly intended role as catastrophe insurance. 
Further delay on this bill is inhuman. We rebuild the rest of the world while 
overlooking the mote in our own eye. 

Therefore, may I urge the members of this committee to strongly support the 
Area Redevelopment Act, S. 722, which is so desperately needed in this area to 
encourage local and State initiative in the field of natural resource development. 


Water needs in Rend Lake area 


Average Maximum 
Combined needs in needs in 
population | 1,000 gallons | 1,000 gallons 
at 150 gallons | at 200 vallons 
per person per person 


1960: 
Jefferson County 18, 900 2, 835 3, 780 
Southern 47,300 7, 100 9, 470 


66, 200 9, 935 











70: 
Jefferson County 23, 850 3, 580 
Southern 55, 000 8, 250 


78, 850 11, 830 


Jefferson County 35, 900 5,8 ‘ 
Southern 79, 850 11, 970 15, 970 


115, 750 17, 350 22, 150 


Jefferson County 53, 800 8, 080 10, 760 
Southern 113, 400 16, 900 22, 680 


167, 200 24, 980 33, 440 
' 


PYOOCT OVIFNNO 090. 555-5 = oa - = =p pa eee nw nen rye ene een eae -0 0d gallons per person perday.. 94 
se a ok ek linen np linren ub mes enero ee ake eaubione tem naaateeee do.... 133 
National average use ‘ octets. 150 
Present storage ay 1 _ 2,554 
Present vield available 2 at 0.4 percent._-- ete | ee 
Present treating capacity 


1 Does not consider siltation. 
% Dangerously low in year 1954. 





UNEMPLOYMENT PROBLEMS 


REND LAKE—A LOOK AT THE FUTURE 


ABOUT REND LAKE 


Listed below are pertinent facts on the future Rend Lake. 

The dam: Barth fill, 8,885 feet long, 44 feet high, 500-foot cement spillway. 
22-foot concrete road across top. 

The lake: 24,800 acres normal size, 32,400 acres flood size, 99 billion gallons 
of water, 302,500 acre-feet normal storage, 142,500 acre-feet flood storage, 219 
miles of shoreline, 28 feet maximum depth, 18,900 acres or 76 percent over 5 feet 
deep, 13,800 acres or 55 percent over 10 feet deep. 

The fluctuations: Two feet maximum in years of normal rainfall; 9.5 feet 
maximum drawdown in worst drought of record; 4.6 rise on top of lake in period 
of worst flood on record; 1 year of normal rainfall to fill. 

(NoteE.—Figures from preliminary engineering survey by Lllinois Division 
of Waterways.) 

PLANNING FOR A GREAT FUTURE 


The responsibility for planning and construction, as well as future operation 
of the proposed Rend Lake project, rests with the board of trustees of the Rend 
Lake Conservancy District. First such district created in Illinois, the district 
encompasses all of Franklin County and six townships of Jefferson County * * *. 
The district serves as a catalyst through which State and Federal agencies may 
work. 
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BENEFITS TO ALL FROM BEND LAKE 


Water supply: Highteen towns with 50,189 people within 10 miles; 13 towns 
with 17,717 people from 10 to 15 miles; 99 billion gallons stored; 40 million gal- 
lons a day available for use (within planned water level fluctuations). 

Industrial water: Cooling, processing, fire protection, sanitary purposes. 

Agriculture: Water for stock and limited irrigation; water for processing 
agricultural crops; flood protection downstream ; 50 cubic feet per second guar- 
anteed low-flow downstream. 

Hmployment: One hundred to six hundred jobs for 5 years of construction; 
90 jobs for management of properties; 100 or more servicing trade attracted by 
recreation ; 500 in one industry planning to build here after lake completed. 


Recreation (people) : Distance 
25 


Activities planned: Boating, docks, storage facilities; fishing, 24,800 acres of 
managed water; hunting, managed public hunting areas; swimming, protected 
beaches; picnicking, family and group areas; camping, convenient to beaches; 
summer homes, restricted cottage sites; vacation cabins, rental units; motel, 
hotel, and restaurant facilities. 


REND LAKE ASSOCIATION STORY 


Founded March 1954 voluntary citizens group; nonpartisan; nonpolitical. 

Objectives: To advance the argicultural, industrial, and civic welfare of 
southern Illinois. To aid in conservation, recreation, and flood control. 

Program: Work for construction of Rend Lake; promote soil and water con- 
servation; encourage recreational and industrial development; study all water 
development possibilities in Big Muddy River watershed. 

Accomplishments: Creation of Rend Lake Conservancy District through as- 
sociation efforts; active support of Southern Illinois, Inc.; promotion of inter- 
est in Rend Lake; sponsorship of FFA conservation contest. 


MEMBERSHIP APPLICATION 
EUGENE PRUDENT, 
Secretary, Rend Lake Association, 
Zeigler, Il.: 
Enclosed is $.... for my membership in the Rend Lake Association (member- 
ships are deductible for Federal income tax purposes). 


Address 
Regular member, $1 ; contributing member, $5 or more. 


PROSPECTUS 


The Big Muddy River watershed is rich in natural resources. The moderate 
climate, the tremendous coal reserves, the presence of oil, gas, and clay in 
commercial quantities, the fine network of railroads and highways, the large 
available labor force, the responsiveness of the soil to intensive agricultural 
management; all are blessings bestowed by nature or developed by man to make 
this region one of the potentially great areas of the Nation. One vital necessity 
which is needed is the development of an adequate water supply. One of the 
best undeveloped reservoir sites in the Midwest is along the Muddy River near 
Rend City. 

The creation of the Rend Lake Conservancy District by the people of the 
area to develop this and other reservoir sites in the area can lead to the de- 
velopment of a new era of prosperity for southern Illinois. 

For further information contact Howard Mendenhall, manager, Rend Lake 
Conservancy District, 610 Wood Building, Benton, Ill., phone 8-2061. 


Mr. MenvenuALL. I would like to introduce to you Mr. O. D. Flatt, 
president of the Rend Lake Association who has a very brief state- 
ment. 
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STATEMENT OF 0. D. FLATT, PRESIDENT, REND LAKE ASSOCIATION 


Mr. Fuattr. My name is O. D. Flatt, and I am president of the vil- 
lage board of Buckner. I have a short, prepared statement but I 
would like to forget it just a moment to verify some of the things 
that have been said by the various witnesses in here, especially those 
concerning the coal mine industry. 

My memory goes back a little farther than most of those who have 
testified. I can read a short list of towns that I can remember the 
mines coming into our county, especially Franklin County. Christo- 
pher as you know it now was a little bit of a place with two stores 
which an ordinary truck could have carried off their stock, wee bit of 
a town. Herrin had a sawmill and a few houses and it was called 
“Shanty Town,” “Slab Town” some called it. Royalton didn’t exist; 
Bush, Sesser, not at all except by the farmers who lived around. 
Buckner had a little flag for those who had to ride the train that 
came through about twice a day. One way one time and back the 
other. Valier, no town. Coello, no town. West City, no town. 
Steel City and many others I could have listed. Some of those are 
entirely gone, not even standing. Buckner boasted 1,500 people. 
Now it has less than half that many. We are still surviving. We 
expect. it to go down in a short while. These things I have said 
about this I know personally to be true. 

I am also with the Rend Lake Association. 

(The written statement of Mr. Flatt follows :) 


PREPARED STATEMENT OF O. D. FLATT, PRESIDENT, REND LAKE ASSOCIATION 


A LOCAL EFFORT TOWARD WATER RESOURCE DEVELOPMENT 


Gentlemen, my name is O. D. Flatt. I am president of the village board of 
Buckner and of the Rend Lake Association. That is a citizen’s organization dedi- 
cated to the improvement of employment opportunity in southern Illinois. Our 
organization came into being in the spring of 1954, very largely because of the 
growing pressure “to do something” about the terrific unemployment in this 
area. The objects of the Rend Lake Association are “to advance the welfare 
of southern Illinois and to conserve, improve, and develop the natural resources 
of the Big Muddy River watershed. In particular it is concerned with the en- 
ecouragement of agriculture, water conservation, forestry, recreation, industry 
and any other economic endeavors that will help the individuals, business and 
professional interests in the area.” 

As the name of our association indicates, one of our primary projects has been 
to support the development of Rend Lake. It was through our association 
efforts that the Rend Lake Conservancy District was created. Much of our 
time and effort has been devoted to this project. This is because we feel that 
it offers the greatest hope of providing jobs, better living conditions, and basic 
improvement in economic opportunity. 

Our organization represents the local effort of 80,000 people within our im- 
mediate area who are trying to solve their problems by united action. 

We also support, and actively participate in many other organizations such 
as the Southern Illinois Recreation Council, Southern Illinois, Inc., and the 
Mississippi Valley Association. These organizations also feel that Rend Lake 
is a worthwhile project and are working with us to try and bring about its 
construction. 

We feel that the development of this basic water resource will be the greatest 
single factor in reducing unemployment in this area. 
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AREA REDEVELOPMENT BILL (S. 722) RECOMMENDED 


= 


Therefore, we earnestly implore this committee to seriously support S. 722, 
the area redevelopment bill that will make it possible for Federal participation 
on a self-help basis in the creation of a needed public facility that is beyond 
the financial capacity of the local people. 

Thank you. 

Senator Harrke. Senator Douglas. 

Senator Doveras. I want to thank both the witnesses for their testi- 
mony and endorsement of 8.722. I would like to discuss with the wit- 
nesses some problems connected with the Corps of Engineers project 
that you have sponsored. 

As for flood control, does the Corps of Engineers require a very 
level lake? That is, a lake which will rise, hold back water during 
period of flood, and then release the water later with the level of the 
lake going down. Isthat true? 

Mr. MenvenHALL. Normally that is true. It requires an empty 
reservoir to stop floods and a full one to generate power. 

Senator Doveias. You need a stable water level ? 

Mr. Menvennatt. Insofar as practicable. We could have some 
flood storage without injuring the recreation. 

Senator Doveras. So that what you want is a stable level lake with 
a large, permanent supply of water, and while this is valuable for 
industrial purposes it does not help very much in the field of flood 
control, and therefore, when the Engineers take such measure up it 
does not have a high benefit-cost ratio? 

Mr. Menpennary. That is the problem because they must get at 
least a 1-to-1 cost. ratio based on flood control or navigation, and we 
can’t get that 1 to 1 on those benefits only. 

Senator Doveias. You spoke of this formula being changed some- 
what in the last year. I hadn’t known about that. 

Mr. MenveNHALL. That was a rider on the 1958 omnibus bill which 
permitted them to include up to 50 percent of the community cost for 
future water needs if some community organization, local government. 
would guarantee to reimburse the Federal Government up to that 
amount of 50 percent. 

Senator Dovetas. That helps a little but not a great deal. 

Mr. Menpennaty. Not until such time as there is recognition of 
other values. 

Senator Dovetas. That guarantee couldn’t be given until after you 
had an industry which was willing to pay, and therefore you could not 
construct the lake until you had the industry, and you couldn’t get the 
industry until you had the lake. 

Mr. Menvennatt. That is a chicken-and-egg proposition. It isn’t 
quite that bad, fortunately. It could have that connotation unless 
some local unit of government would be willing to pick up the tab. 

Senator Doveias. Would a community which is already heavily in 
debt with high unemployment be willing to take the plunge? 

Mr. MenpENHALL. No single community which we have in the 
southern Illinois community could possibly stand the tab of the 
amount that would be required. Through a conservancy district it 
might be possible if their tax base were large enough. 
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Senator Doveras. You say you tax base could only provide 6 mil- 
lion, if it were voted. _ , . 

Mr. Menvennwa tt. If it were voted. That’s another big question 
mark. 


INADEQUACY OF FEDERAL PROGRAMS FOR WATER RESOURCE DEVELOPMENT 


Mr. Doveuas. I think this is an extremely valuable point you have 
developed ; namely, that the past formula used for water projects has 
been based almost entirely on (a) flood control and (0) navigation. 
It does not take into account possible industrial use and industrial de- 
velopment that a large permanent supply of water can bring. 

Mr. Menpenwatt. Only by that very recent amendment just in the 

rocess of being tried out. They are trying to get rulings on it and 
interpretations. 

Senator Doveras. What about small—I just dedicated a small 
watershed project in Brown County just west of the Illinois River. 

Mr. Menpennatu. If you have a small watershed downstream some- 
times you can pick up enough agriculural benefit. One of our big 
problems is that the value of the land in our bottoms is not like it is 
up in northern Illinois. It is the very worst of our farmland. It is 
very heavy clay soil, and it is flooded, grown up in trees and brush, 
and considered worthless land—just holds the world together. And 
you don’t build up benefits very fast on that. In this particular creek, 
outside of Mount Vernon, the stream is a very short stream and flows 
into a large stream, Casey Fork Branch; a very short stream to pick up 
the benefit, and only by stretching the point can they get 1.7. If they 
could count the water benefit the corps has recently been allowed to, 
it would be simple then. The city of Mount Vernon or conservancy 
district could kick in and help. 

Senator Doveras. What about maximum size of watersheds? 

Mr. Menvennari. They have limitations, and two of the three 
illustrated on the attached sheet to the statement could not qualify. 

Senator Doveras. What is the limit? 

Mr. Menvennatt. 5,000 acre-feet of storage, or 25,000 with special 
permission from the Corps of Engineers. 

Senator Doveras. And from the appropriate committee ? 

Mr. MenpenHALL. Committees of Congress, 

Senator Doveras. How many do you plan to have in Rend Lake? 

Mr. MENnDENHALL. 300,000; 280,000 feet of storage, which is so far 
beyond the limit. 

Senator Doveias. Would it be possible for a small watershed to in- 
clude 25,000 acre-feet as a contribution toward a lake with 300,000? 
Could they say, “We will subscribe 25,000 to the 300,000-acre project” ? 

Mr. Menvennatt. I have proposed that, but nobody falls for it. 

Senator Doveras. Would an amendment of the law help, then, in 
this effect ? 

Mr. Menpennatt. It would help in some other projects or other 
ways. I don’t know, there might be some amendment to that effect 
that could be of help on a fraction of it. Just like the Fish and Wild- 
life Service could very well develop a single arm of Rend Lake if it 
fitted in with their program, It does fit in with their overall program 
but not immediate program. 
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Senator Dovexas. If this project seems to be too large for any one 
branch of Government to do by itself, what I am wondering is whether 
you could get all of them to go in and take a portion of it. Sometimes 
in constructing a university building you won’t have enough money 
from one donor to build the entire building but you will build a wing 
with a contribution from one donor, you will equip a room from an- 
other donor, and by bringing in six or seven different persons, or six 
or seven different donors, you can get enough for the building. 

Mr. Menvenuatt. That’s what I have been trying to work out for 
the last several years, but so far haven’t been able to. 

Senator Dove.as. Is the fault in the legislation or in the fact that 
each governmental agency wants to do it all or do nothing? 

Mr. MenvenHALL. Well, it’s a combination of factors. 

Congressman Gray. I might say the solution is so simple the Gov- 
ernment won't go for it. It has been my experience that the agencies 
won’t cooperate. In other words, if it is a soil-conservation project, 
that’s it, period. And that is what we need, either to incorporate it 
in your bill or a water resource development bill to have some sort of 
a coordinating agency. In other words, these agencies don’t work 
together. 

r. MenpenHALL. Congressman Gray’s bill is to that effect of try- 
ing to establish a channel of coordination. How far it will get after 
it is heard in Washington this winter, I don’t know, but at least it’s an 
approach and maybe we can get some coordination. 

enator Dovuexas. I have always gone on the theory that govern- 
mental agencies were the instruments of the people; people didn’t 
exist to serve the governmental agencies. It is about time they stopped 
this jurisdictional dispute and got together and worked together, and 
if they don’t do it I would say knock their heads together, and Congress 
has the power of appropriation. I would suggest, Senator, withhold- 
ing appropriations to some of the bureaucrats and chiefs unless they 
are willing to cooperate. 

Senator Harrxe. I might say that I was very interested in this new 
national secret weapon that you revealed here today, and that is this 
land over here by this place fH holds the world together. 

Mr. MENDENHALL. It’s gooey enough. Anybody familiar with that 
clay in the bottoms knows. 


Senator Dove.as. On this figure, could you start with a dam not 
quite as _ as the one which you would project and raise the level 
1 


later as additional funds come in ? 

Mr. MENDENHALL. Well, if all of the land—if money enough to 
buy all of the land that would be ultimately included could be acquired 
at that time, it might be a temporary solution. As a matter of fact 
we have been working with the Illinois Public Health Department 
with the possibilit of doing that on a very low level in order to get 
water. Some of these communities are getting desperate. We had 
a 3-month dry spell this summer and reservoirs were 7 feet low, and 
we had five mayors in our office to see what we could do about that 
type of thing in order to get some municipal water supply. 

Senator Doveas. The land is not very expensive—you say $10 or 
$15 an acre—so that the acquisition costs of buying large quantities of 
land would not be great. What height do you propose to have your 
dam ultimately ? 
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Mr. MeNDENHALL. Our ultimate dam should be 410 feet elevation, 
with another additional 5 feet in order to take care of days like this. 

Senator Doucias. That’s above sea level ? 

Mr. Menpennaln. Yes. A 45-foot structure when it’s finished. 

Senator Dovetas. From the bottom of the stream or top ? 

Mr. MENDENHALL. Well, let’s say the top. Surrounding land on 
the bank of the stream. 

Senator Doueias. Suppose you had a 30-foot dam? 

Mr. MenvenHALL. Well, actually our expenses of the dam are not 
the big item. The dam itself is relatively simple; earth-filled dam. 
The spillway expense would be almost as expensive. 

Senator Doveias. You don’t plan a concrete dam? 

Mr. Mzenvenuatu. No, the dam is only about a fifth of the cost. 
The land represents about a fifth of the cost. The highway and the 
railroad and powerline relocations would be about a fifth of the costs. 
The spillway and the outlet works would be another fifth, and the 
clearing of the vegetation, 17,000 acres with swamp hardwood, brush- 
land, is almost as expensive as buying the land. Actually more per 
acre than the cost of the land. It will cost as much to clear the land— 
more to clear the land that has to be cleared than the actual purchase 

rice. 
: Senator Dovueaias. Do you know what the acre-feet capacity of Crab 
Orchard is? 

Mr. Mrenprenuat. I do know that this lake will be 314 times larger 
in area, and I would presume the storage capacity would be the same 
because they are similar in many ways. About 314 times. 

Senator Dovetas. Is that Crab Orchard alone? 

Mr. MenvenuatL. That’s Crab Orchard alone. Grassy and Devil’s 
Kitchen, that would be 9,000, and ours would be 25,000 service acres. 
So we would be little less than a third. Devil’s Kitchen is a real deep 
a so that would make up for storage. It’s compensatory. 
cee 3 times the storage capacity of the three. Guaranteed to 

twice. 

Senator Dovetas. If you had this lake could you have attracted 
this industry which res 2,500 people? 

Mr. MenpenuHALL. Had it been here at the time, best of my informa- 
tion it could have been done. I was in Ohio at the time. 

Senator Dovaias. You speak of losing a fertilizer plant. Would 
you have been able to attract that? 

Mr. Menvenuatw. Mr. Winfrey, better ask him. 

Senator Dovanas. Could you have attracted a rubber plant or 
aluminum plant? 

Mr. Menvennau. As far as I know. The water supply was one 
of the major factors in the thing. We know for a fact that many 
industries have not even considered this area because it is a known 
fact. The rubber plant, a number of communities were interested in 
and tried hard to combine reservoirs. Harrisburg was very close. 
They were pooling three of their reservoirs together in order to make 
enough water to attract that. Ultimately it went to another State. 

Senator Doveras. In other words, it must be a venture of faith. 
You must have the water and then you can get the industry. If 
you won’t go on the water until you get the industry, since you won’t 
get the industry you won’t get the water ? 
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Mr. Menvenuat.. It is a chicken and egg proposition all the way 
around. 

Senator Harrxe. Incidentally, I don’t know what aluminum plant 
they were talking about. If they were talking about the Alcoa plant, 
we wish you luck on the next one. 

Senator Dovetas. Well, I go on the theory there is competition but 
there is enough for everyone. 

Senator Harrxe. I think that’s right. Thank you for a very in- 
teresting type of testimony. 

William eomie ham, National Municipal Association, and mayor 
of Pinckneyville, Il. 

(No response. ) 

Senator Hartke. Hon, Carroll Porter, mayor of Harrisburg, II1., 
and executive director, Saline Valley Development Association. 

Very happy to have you here this afternoon, sir. 

Mr. Porter. Thank you, Senator. 

Senator Harrxe. Thank you for waiting all day. 

Mr. Porter. My compensation for waiting all day, Mayor, is to 
hear you sympathize with a mayor. 


STATEMENT OF CARROLL PORTER, MAYOR, HARRISBURG, ILL. 
AND EXECUTIVE DIRECTOR, SALINE VALLEY DEVELOPMENT 
ASSOCIATION 


A LOCAL ECONOMIC REDEVELOPMENT EFFORT 


Mr. Porrer. I have been without rest for the past 50 hours. We 
had a little unfortunate clerk’s strike in our town, retail clerks, and 
I finally got it settled at 2 o’clock this morning. So we have been 
working very hard and I am very tired, so if I appear a bit groggy to 

ou 
ml Iam the mayor of Harrisburg. My name is Carroll Porter. Iam 
also the executive director for the Saline Valley Development Asso- 
ciation. This association came into being in a rather unique way. I 
am not happy to find so many of my neighbors in neighboring counties 
to be in the same situation that weare. It makes mesad. 

We too are a coal-mining area. For many years the basic indus- 
try of Saline County was coal. In 1950 our county had a population 
of 38,000 people. In 1957 our county had lost 6,000 people or better 
than 12 percent. We have lost from 1957 to the present time approxi- 
mately another 2,000 people. 

I am a father of six children; I believe you said you were. And it 
hurts us very much when our children leave school and then they 
have to leave, many to foreign land, or different places, to find em- 
ployment. 

Ser deep-vein mines in Saline County have worked out. Trans- 
portation has been a prime factor in our economic decline in our coal 
industry. And so each year—we have what I think is one of the best 
school systems in the Middle West, and each year we graduate our 
children and in just a few moriths they are gone. They have to leave. 

So our junior chamber of commerce started ee to locate indus- 
try to supplement the coal that was going away from us, and in a dis- 
cussion at the county board meeting in 1957 the county board ap- 
pointed two gentlemen to call a meeting and formulate a committee 
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of some kind to try to secure industry for Saline County. This 
meeting was held and an organization was formulated. Of course, 
we had no funds for operation and we began to look around and de- 
cide the boundaries where this organization should expand to and 
we decided to take in Gallatin County, because by taking in Gallatin 
County, which is a very wonderful rich farming area, we have the 
Ohio River; Harrisburg being the center of the ulation we felt 
that the two counties could join and make a successful organization. 

I also want to commend my brother mayor from Eldorado for his 
wonderful presentation a while ago. I am very familiar with their 
program there and it’s been very trying on those people, I can assure 
you. They have just about lost faith. But we are still trying to 
boost their morale so they won’t quit fighting, because when you quit 
fighting you lose. 

In the first year’s operation we had to make up a public donation 
to finance the operation of our organization, and we colleoted some 
$6,000. Then in two county boards they voted a tax of a mill and 
a half to finance this organization, and I am happy to be working 
with such a wonderful bunch of men, both from Saline and Gallatin 
Counties. 

We have made contact, with various manufacturing companies all 
over the United States. In fact, we put up a tremendous fight to 
land some. We offered them free water. We offered them free sites. 
We offered practically everything in the world, but it seemed as though 
they wanted to locate in a larger town, Harrisburg being a town of 
about 11,000 or 12,000 people, and we have sent delegates to New 
York City. We have sent delegates to San Francisco, Calif. We 
have sent delegates all over. 

We do not want to feel in our area down there that we are the for- 
gotten people. We resent that very much. We want you to know 
that our people are loyal Americans. Our children have gone over- 
seas and fought our battles that you and I might live, that we might 
live in our country here a little better. Many of our children from 
Saline and Gallatin Counties are today buried in the Flanders fields 
of France and elsewhere. Sometimes we do not understand why our 
Federal Government will send billions and billions of dollars over 
there to care for our enemies that killed our boys and our children and 
put us, our people, on relief. 

I do not Saw too much about foreign relations but I will not touch 
on that. But we have problems in our area and it is pretty difficult 
to solve, and that is the reason I came over here today to try to explain 
to you why we need it. Weare proud people. We are proud of our 
homeland. We don’t want to beg you for nothing, but we want jobs. 
We want work. We do not want charity. We don’t want charity, 
Senators. When you take a man and put him on relief you know 
in the beginning that man is a hard-working man and he has pride, 
but sooner or later, after walking the streets and hitchhiking miles 
after miles, days in and days out, weeks and months, with no results 
trying to find a job, soon his personality fades out and he coats his 
conscience with bronze and he loses his personal pride. We don’t 
want that tohappen. Wewant work. We want factories. We have 
many good sites. I have some brochures here. Maybe you would 
like to take one or two of them home and look them over, both of you 
gentlemen, and you, my friend. 
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Senator Harrxe. You leave those with us. We will incorporate 
those by reference in the record. 

Mr. Porter. I will leave them. I brought them for you. 

We have every possible mineral with the exception of iron ore. 
We have sand. We have an abundance of coal. We have oil, fluor- 
spar. We have everything to make a gigantic industrial area in our 
particular locations. My town is 22 miles from the Ohio River. 

Ihave Stonefort Coal Corp. He was in my office yesterday talking. 
They are willing, so I am told, to advance $150,000 of their own money 
to build docks to try and get their coal from Saline River down into 
the Ohio River and take advantage of cheap transportation. We 
would like to have Saline River, a channel cut up through there for 
5 or 6 miles or 8 miles to relieve this traffic congestion we have. I 
have sat here and listened to the Big Muddy canalization. We are 
in sympathy with these boys over here. We want them to have it 
any anything you can do for them you will make friends out of the 
people in my area. You will. They are our people. We are coal 
miners too. In fact, I was chief engineer for Peabody Coal Co. for 
38 years and I am well acquainted with the lives of the coal companies 
and the lives of the coal miners. I don’t have to be briefed on it. 
I know all about Rend Lake and I know all about this. I have 
studied this. I have visited it. But we too have the same problem. 
But for some strange reason there is a feeling that we down there in 
our little pocket are the forgotten man. We don’t like that either. 

Senator Douglas, and Congressman Gray, you have been to our 
town many times. I had a nice long conversation with you 4 or 5 
years ago at the Peabody mine, so you know what I am talking about. 
We know that the Government has spent $50 million up here in 
Kentucky on Green River in order to give them easy transportation 
down the river with their coal, and here we are just 22 miles, and 
even right on the banks of the Ohio River when I was a child, they 
stopped me from digging coal on the banks of that river at the Shaw- 
neetown ferry landing because they were afraid we would get back 
under the levee and destroy the levee in Shawneetown. 

If we people in Illinois want to fish in the Ohio River we just 
jump in our boats and pull out in the Ohio River to fish, and we can 
have our Illinois fishing license in our pockets, but if the Kentucky 
game warden catches us, they haul us over to Kentucky and make us 
pay a fine. There are a lot of things we don’t like and we think 
should be done. 

If we could get this Saline Drainage District opened up, it would 
be thousands of acres. We have the most beautiful recreational areas 
in the United States anywhere. We challenge anybody to find a more 
beautiful place. 

We have rich farmland, rich flood country down there. There is 
Gallatin County and over around Ridgeway, which is known as the 
popcorn center of the world. 

We have wonderful people, wonderful country, wonderful climate. 
We want to keep our young men and women at home. We want some 
help to supplement trying to get these industries for the going away 
of the coal mines. We have spent many dollars. We have many goo 
sites. We have free water and we will give the locations. In fact, 
in my briefcase I have here, dear Senators, from the years of my 
association with the Peabody Coal Co., I. wrote them and they gave 
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me the old mine site with all the buildings of mine 43, and I have these 
all here for you. You could take home if you would like to this, and 
I have here three brochures. I would like for you to take them home 
with you, study them, and kind of get an idea of what we are trying 
to do, because we too are poor. Franklin County is poor. Williamson 
County is poor. We sympathize wtih you but you are all in the same 
boat we are. We too need help. We need some water if we are going 
to have the industrial area. We must have water. We have got 
untold billions and billions of gallons of water going downstream every 
hour of the day in the Ohio River and yet it’s just gone to waste. We 
need it. We need canalization of the Saline River in order to give us 
cheap river transportation. We need something done that will give 
us cheap electric rates. Right across the river where the Government 
has financed one of the largest elaborate electrical distribution systems 
in the world I reckon today, the TVA, they can get industry over 
there on account of their cheap rates, when we over here with a much 
higher rate, they just laugh at us. We need those things corrected. 

hose are some of the things, my dear Senator, that we need down 
here in southern Illinois and this little area I represent. 

I thank you very kindly for your courtesy. If you want to ask me 
“- questions, I will be glad to answer them. 

Senator Dovetas. I notice you speak of Lake Harrisburg. 

Mr. Porter. Yes, sir. 

Senator Dovetas. May I ask what the acre-feet of water is? What 
is the normal volume of water storage? What is the average depth? 

Mr. Porter. In some places it is 25 or 30 feet deep. 

Senator Dovaias. What would be the average? 

Mr. Porter. The city of Harrisburg uses a million gallons of water 
a day and we feel that without rain in normal conditions that Har- 
risburg could go 3 years without a drop of water. 

Senator Doveras. What I am trying to find out is the normal 
capacity? Would that be 50 feet average depth ? 

Mr. Porter. It would be in the neighborhood of 2 billion gallons 
of water. 

Senator Dovetas. You are talking in terms of gallons. I am try- 
ing to talk in terms of acre-feet. What is the average depth? 

r. Porter. The average depth would be around 121% feet. 

Senator Douetas. You would have roughly 4,200 acre-feet in the 
lake. Is that enough water to attract industry ? 

Mr. Porter. Yes. 

Senator Doveras. You do not lack water? 

Mr. Porter. We do not lack water. We did not have enough water 
in Lake Harrisburg to take care of this fertilizer plant. I was in 
conference with them, but we just did not have it. But we did offer 
them a site on the Saline River there where they would be right on the 
river, both the Saline and Ohio Rivers, where there would never be no 
question about water. 

Senator Doveias. Have you had a chance to study Senate 722, the 
area redevelopment bill ? 

Mr. Porter. No, sir, I have not, Senator. 

Senator Dovexas. I would appreciate it very much if you would 
look it over and form your judgment on it. Do you think it would 
be wise for the National Government to make loans to help bring 
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private industry into areas where unemployment has been high for 
a long period of time? 

Mr. Porter. Well, let me ask you this question. Yes, I do. 

Senator Dovetas. I appreciate that direct answer. 

Mr. Porter. I do because, after all, generally speaking we are good 
citizens. 

Senator Dovetas. I am very glad, because we are getting very bitter 
opposition from the Marion Republican, a paper—that is it’s name. 
I am not designating political affiliation. And you disagree with 
that paper? 

Mr. Porter. I certainly do. 

Senator Doveras. Thank you very much. 

Mr. Porter. If you want to make a loan to Harrisburg, we will 
take it. If you want, we will build a big factory in Harrisburg in 
nothing flat. We'll take care of it. We would like to have it. 

Senator Harrxe. No further questions. 

Senator Dovexas. I want to congratulate you on the successful 
settling of that strike. Very glad it’s settled. 

Mr. Porrer. It’s been a very bad situation. Our town was hurt, 
the merchants were hurt, the clerks were hurt, and the whole area 
was hurt, because Harrisburg is a wonderful area. 

Senator Harrke. We are going to recess here for 5 minutes. 

(Recess taken.) 

Senator Hartke. We will come back to order again and proceed 
with the hearing of the Senate Special Committee on Unemployment 
Problems. 

The next witness will be Mr. Harry Weeks, director of the chamber 
of commerce, Cairo, Ill. 

i afternoon, Mr. Weeks. Very happy to have you with us 
today. 


STATEMENT OF HARRY W. WEEKS, EXECUTIVE SECRETARY, CAIRO 
CHAMBER OF COMMERCE 


Mr. Weeks. My name is Harry W. Weeks. I am executive secre- 
tary of the Cairo Chamber of Commerce, Cairo, III. 

I am submitting a written statement to this committee, which is 
substantially the same as that made at the hearing before the Sub- 
committee on Labor, of the Committee on Labor and Public Welfare. 
U.S. Senate, 84th Congress, on S. 2663, held at Mounds, IIl., February 
27, 1956. The statement was made by the then president of the 
Cairo Chamber of Commerce, Merrill C. Currier. 

Since I made the survey and studies necessary, and prepared the 
statement read by Mr. Currier, I am completely familiar with that 
document. My verbal remarks today will supplement the contents 
of that statement and provide testimony that unemployment in the 
Cairo area is still excessive and that the conditions contributing to 
this unemployment remain unchanged. 

First, let me say that I do not consider Cairo, Alexander, and 
Pulaski Counties as being a depressed area. An area of excessive 
unemployment, yes, but not depressed. There is nothing of depres- 
sion in the attitude of the people of this area. Despite the many 
disappointing efforts to obtain new industry to provide full-time 
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employment for the unemployed and supplemental part-time em- 
ployment for the submarginal farmowner and other seasonal agri- 
cultural workers, the people of these two counties still have faith in 
the industrial potential of the area, and in the eventual prosperity 
of the two counties, which they know will come about because of the 
many industrial location advantages Alexander and Pulaski Counties 
offer industry. 


LOSS OF INDUSTRY, LOSS OF POPULATION 


The decline in unemployment and the loss of population in the area, 
rather than having been abated or arrested since February 1956, 
has continued and increased. A steady, continuing trend of industry 
and business closures from that date to the present is noted. 

In this interval the Swift & Co. plant at Cairo has been closed. 
This plant, which formerly processed soya beans and cottonseed is 
now used only for the warehousing and shipping of soya beans. 
McKnight-Keaton, a wholesale grocery distributive operation, closed 
its Cairo operation in 1958. In 1959 Armour & Co. closed its distri- 
bution center at Cairo, from which it distributed meat products to a 
five-State area. Two of Cairo’s major industries are at a minimal 
of employment. Many of the employees thrown out of work by these 
closures and production curtailments lived in Alexander County 
outside Cairo or in Pulaski County. The same trend, although I can- 
not provide the facts and figures on industry and business closures, 
prevails in both Alexander and Pulaski Counties. 

In 1956 the area lost its scheduled airline service, which had been 
provided by Ozark Airlines, because the community was unable to 
generate sufficient traffic to justify the service of this airline. 

The Cairo office of the Illinois Employment Service is authority for 
the following employment figures : 


December 1959 


Employable labor force: 

Alexander County (including Cairo) 

Pulaski County 

ORR cen cet eed cheat ccauoduwaicwetuebibiedsnndheniecss 3, 600 
Unemployment, estimated: 

Alexander County (including Cairo) 

Pulaski County 


Note.—The above unemployment figures do include approximately 800 seasonal 
agricultural workers employed a maximum of one-half time, of which over 400 
would be available for industrial employment. 


On the basis of the above figures, it is estimated that the percentage 
of unemployment in the two-county area is in excess of 13 percent, and 
that the percentage of unemployment in Cairo is approximately 17 
percent. 

Resulting from the loss of industry and business closures, the area 
is losing its employable labor force, particularly the more skilled of 
these workers, who have moved to more prosperous industrialized 
areas in order to obtain employment. 

A census of the city of Cairo made in the fall of 1956 by the Cairo 
Community Development Association showed a population of 9,475, 
a decrease of 2,648 since the U.S. Census of 1950, which listed the popu- 
lation of Cairo at 12,123. The same standards and procedures used 
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by the Bureau of the Census were used by the Community Develop- 
ment Association in its census of 1956. The census of 1956 was 
supervised by the Department of Community Development, Southern 
Illinois University. 

Considering ss loss and business closures since 1956, it is esti- 
mated that the population of Cairo at the present date may be as low as 
8,000 or 8,500. It is believed that Alexander and Pulaski Counties 
may have lost a corresponding percentage of their population over the 
same period. 

Despite the loss of population by Cairo and Alexander County, the 
amount of general assistance and public welfare funds paid to re- 
cipients each month remains at about the same level as the amounts 
paid in 1955 and 1956. 

We are faced with a situation in which we are losing the more 
skilled of our employable labor force yet, as employment drops and 
our population decreases, the percentage of the population on general 
assistance and public welfare rolls to the total population increases. 

Exhaustive efforts have been made to alleviate unemployment in the 
Cairo area by the Cairo Chamber of Commerce, Mounds (Pulaski 
County) Committee of 100, and other agencies in the two-county area. 
The Cairo Chamber and other agencies are engaged in constant and 
continuing efforts to expand existing industry and bring new indus- 
try into the area. The Cairo Chamber of Commerce has a planned 
program for the contact of industry by letter, phone and personal 
contact, to induce the location of new branch plants in the area. 

The city of Cairo has accumulated a fund now amounting to $160,- 
000 to be used for the construction of tailored-to-suit plants for new 
industry. Industrial buildings constructed with this fund could 
either be leased on a long-term contract. or. amortized over a period of 
years on a lease-purchase basis. However, to date, we have had little 
success in our efforts to attract new industry and provide employment 
for our people. 

Perhaps this committee following the survey and studies it is mak- 
ing may be able to find the answer to the problems of chronic and ex- 
cessive unemployment it finds in our area and in other areas and 
regions of the Nation. 


FEDERAL LEGISLATION TO DEVELOP INDUSTRIAL BASE NEEDED 


It would seem that legislation establishing a Federal agency to 
assist areas such as ours in planning and executing redevelopment 
programs and assist with planning programs to induce the location of 
new industry may be indicated. In speaking of new industry, I do 
not mean relocation of plants already established in other areas, but 
to induce industry to locate new branch plants in those areas of high 
unemployment. 

It is believed that whatever conclusion is reached by this committee 
investment, used for the construction of industrial building in the 
excessive unemployment areas, would be of help. 

Joint Federal and State action in establishing an agency for the 
purpose of providing assistance and planning industrial development 
programs may be indicated. 

It is believed that whatever conclusion is reached by this committee 
following its survey and studies of the employment situation over the 
country, will include the finding that those areas of chronic and ex- 
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ne unemployment need outside assistance in relieving and correct- 
the condition. 
senator Harrxe. The-prepared ‘statement will be made a part of 
the record as submitted here. 
(The prepared statement of Mr. Weeks follows:) 


PREPARED STATEMENT OF THE CAIRO CHAMBER OF COMMERCE, CAIRO, ILL., AS 
SUBMITTED BY Harry W. WEEKS, EXECUTIVE SECRETARY 


Since other towns and communities in Alexander County will undoubtedly 
present testimony at this hearing, I do not presume to speak for the county. 
Mention is made of the unemployment and of other problems and the needs of 
the county only because the economy of Cairo and Alexander County is so 
closely identified. Neither does this statement necessarily represent nor reflect 
the views or opinions of the official city government of the city of Cairo. 

It is proposed to establish, with the facts contained in this testimony, that 
Cairo is a depressed area as defined in S. 2663; that unemployment has been 
abnormally high in this area over the past several years, during a period when 
most of the rest of the Nation is enjoying an unprecedented prosperity ; that the 
closure, and the removal of some industry and businesses from this area, and the 
failure to attract new industry to the area, despite constant and continuing ef- 
forts toward this end, has caused this lack of jobs resulting in a depressed econ- 
omy with the consequent suffering and hardship of some of our people. 

It is intended to show that the Cairo area has definite needs in the form of 
civic, industrial and flood control improvements which it is believed, if met, will 
bring new industry into the area, thus alleviating the serious unemployment 
condition, reduce general assistance and other welfare payments, and elevate the 
economy of Cairo and Alexander County to that high level enjoyed by the more 
fortunate industrialized areas of the Nation. 

It is expected to show that there is a definite need for an effective program 
to alleviate conditions of excessive unemployment in certain economically de- 
pressed areas, as proposed in S. 2663. 

The Cairo area has suffered a gradual loss of industry over a period of years 
beginning when the supply of native hardwood and other woods became virtually 
unobtainable in this area, in the quantities required by the then existing wood- 
working plants. Woodworking plants manufacturing wood wagon stock and 
similar products did not convert with the change in times and eventually closed. 
Facilities for handling and transshipping grain were not modernized causing a 
gradual closing of these operations. Without adequate modern harbor and ter- 
minal facilities and facilities for the transfer and transshipping of freight from 
barge to truck and truck to barge, Cairo was unable to keep pace with other 
cities having these facilities and to retain its former strong position as a dis- 
tribution center. The eventual loss of the Federal Barge Lines terminal further 
detracted from Cairo’s position as a prosperous river port and distribution 
center. 

In 1951 the Brown Shoe Co. moved the operations of the Cairo plant to this 
company’s plant at Charleston, Mo. Brown’s Cairo plant employed approxi- 
mately 250 workers. In 1953 the Vehicle Supply Co., employing approximately 
40 workers at the time, moved its plant to Tennessee. 

More recently the Louisiana Lumber Co., manufacturers of wood wagon stock, 
and employing 40 persons, closed in 1955 because this type of business was be- 
coming obsolete, not having converted to the manufacture of wood products hav- 
ing a greater sales potential and wider field of distribution, and because of the 
death of the owner. 

In September of 1955 the liquidation of the Illinois Lumber Manufacturing Co. 
was begun. This manufacturer of prefabricated houses and industrial crating 
employed about 275 at peak operation. 

The loss of the Illinois Lumber Manufacturing Co. was felt keenly in Alex- 
ander County. 

Several wholesale houses and many retail businesses have been closed during 
the last 2 years. 

The closures and removals of these industries and businesses combined, has 
resulted in the abnormally high unemployment rate which has existed in this 
area for the past several years. 

The number of unemployed in Alexander County, January 1956 was 1,144, 
or 16.7 percent of the total employable force. For Cairo, the number unem- 
ployed was 662 or 16.7 percent. 
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Unemployment July 1955 for Alexander County was 1,173 or 16.8 percent. 
The number unemployed in Cairo was 679 or 16.8 percent. 

In January 1955, 1,395 or 19.3 percent was unemployed in Alexander County 
and 808 or 19.3 percent in Cairo. 

For 1954 and prior years, records of the number of unemployed and the per- 
centage of figures are not available from the area office of the Illinois Employ- 
ment Service. However, this office has given the assurance that the unemploy- 
ment rate was as high or higher in 1954 than in 1955, and was primarily due 
to layoffs, at the Kevil plant of the Atomic Energy Commission beginning at a 
time when that plant was nearing completion and continuing until all construc- 
tion of the present plant was completed. 

The number of unemployed and the percentage rates shown for Alexander 
County and Cairo are based on information obtained from the Illinois Employ- 
ment Service office at Cairo, on figures for the two-county area of Alexander 
and Pulaski Counties. The number of unemployed in Alexander County and 
Cairo as shown was determined by establishing what percentage the population 
of Cairo and Alexander County each, is to the total of the two-county area. 
Since Cairo is more highly industrialized than the other urban areas, or the 
rural areas of the two counties and should have a larger percentage of its 
total population available for employment, the figures given for Cairo can be 
considered as being extremely conservative. 

Unable to find employment, many of Alexander County’s and Cairo’s single 
young men and women have left the area to find work in the more highly in- 
dustrialized cities and areas of the Nation. 

Inability to find work has caused the separation of many families living in 
the Cairo area. Particularly is this true of the separation of husbands from 
their families; the husband often seeking and finding work in an industrial 
area and living at the point of employment while his family remains in Cairo. 
Reing unable to move his family because of finances, children in school, and 
for a worker who owns his own home, sometimes because of the lack of a sale 
for this property. 

Exact figures are not available on the number of vacant houses now existing 
in the city of Cairo, nor of the number of workers which have left this area 
to seek employment elsewhere. However, conclusive evidence is contained in 
the records of the Alexander County Housing Autherity that houses are being 
vacated and workers moving out of Cairo. 

Alexander County Housing Authority records from July 1955 to the present 
date show: 

Elmwood housing project : Total units, 159; 39 units occupied by public assist- 
ance cases ; 120 units occupied by employable workers. 

Fourteen employable workers, or 11 percent of the total number of employable 
worker families have moved out of town since July 1, 1955, because they were 
unable to find work in Cairo. 

Pyramid Courts housing project: Total units, 237; 87 units occupied by public 
assistance cases; 150 units occupied by employable workers. 

Thirty-three employable workers, or 22 percent of the total number of employ- 
able worker families have moved out of town since July 1, 1955, because they 
were unable to find work in Cairo. 

It is estimated that over 1,500 persons have left Cairo in the last 2 years, be- 
cause work was not available for the employable workers included in this total. 
This would be over 400 families. It is estimated that approximately 250 houses 
are vacant in Cairo as a result of this migration. 

The building boom at Kevil for the Atomic Energy Commission resulted in a 
large number of people moving into the area, and when that construction over 
there came to an end, those people, a great number of them, left our area, and 
they took with them their buying power and their general help to the economy of 
the area. 

The exodus of workers and their families from Cairo is also reflected in the 
decrease in electric and water customers, and in the decrease in retail trade. 

The operation of submarginal farmland has a direct and adverse effect on the 
economie condition of Alexander County and Cairo. Of the 648 farms in Alex- 
ander County, 54 percent are under 100 acres. Many of these are submarginal 
and provide a bare existence for the operators. Over 12 percent of the farms 
in the county are under 30 acres, and over 5 percent of the total number under 
10 acres in size. Many of the farm owners and tenants operating chese farms 
need other employment to supplement their inadequate income. 

The Cairo area has many agricultural workers who are employed only sea- 
sonally because other employment is not available. 
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Sixty-seven thousand acres, or 47 percent, of Alexander County’s total land 
area of 143,000 acres are included in the Shawnee National Forest producing 
little or no revenue and adding little to the economic betterment of Alexander 
County. Another 9,000 or more acres have been taken off the tax rolls and out 
of production in the expanding Horseshoe Lake Game Preserve. 

Records reveal that money expended for general assistance payments in Alex- 
ander County, including Cairo, increased from $33,348 in 1945 to $78,984 in 1955. 


Public assistance recipients and expenditures in Alexander County, January 1956 


By program Cases Persons Amount 





Aid to dependent obfidee......: ....--..45.-...4.<...-- z 3 573 $17, 985. 00 
Old-aze assistance ---..----- wh s 4 5 44, 195. 00 
Blind assistance - _-_--------- en - ; er 55 5é 3, 512. 00 
ST IN oc caduatucneoesenetcukevnwoeancmns 6, 986. 00 
General assistance fanceaies teal ‘ 7, 279. 05 





79, 957. 05 





The distribution of Federal surplus commodities to welfare and general assist- 
ance families were initiated in January 1956. 

The Federal Government has in the past requested that industry in depressed 
areas be favored in the letting of defense contracts and that wherever portions 
of defense contracts are sublet, that these be sublet to industries in defense 
areas wherever possible. Neither have any original defense contracts been let, 
nor portions of defense contracts sublet to industry in this area. No loans 
have been granted to businesses in this area by the Small Business Admin- 
istration. 

The expansion of existing industries and the location of new industries in 
Cairo and Alexander County are vitally needed to provide jobs and stimulate 
the economy of the area. 

The Cairo Chamber of Commerce, other agencies and individuals in Cairo and 
Alexander County have maintained constant and continuing efforts over a period 
of years to bring new industry into the area with little success. 

In a number of instances, money has been raised by contribution to defray 
the expenses of moving machinery and equipment of industries moving into 
the area; to make needed repairs and improvements to buildings for the hous- 
ing of new industry, and to fill and improve industrial sites for the location of 
new industry. 

A national advertising committee, loosely affiliated with the Cairo Chamber 
of Commerce by reason of most of its members also being members of the 
chamber of commerce, was formed late in 1954 to advertise the advantages 
Cairo has to offer industry. This committee raised through contributions, 
something over $3,500, which was spent in part of 1954 and in 1955 to adver- 
tise these advantages in national journals and periodicals. 

Leads on industries seeking locations for new plants and expanded opera- 
tion are avidly followed by correspondence, telephone contacts, and in some 
instances, personal contacts, in the effort to bring new industry to the Cairo area. 

The Cairo area offers may advantages for the location of industry. Among 
the natural resources the area has to offer are the mixed hardwoods of its ex- 
tensive forest lands of which the more superior could be used in the manu- 
facture of a variety of wood products. 

In some areas of the county are deposits of high-calcium limestone which could 
be utilized in the manufacture of cement and other products and processes. 

Silica of high quality is quarried near Tamms and northward. The product 
is almost pure SiOz, suitable for glass, but that quarried is used as a mineral 
filler, as an abrasive, and for like purposes. 

Novaculite, which may be suitable for the manufacture of refractory prod- 
ucts, is also found in quantity in Alexander County. Woolrock, having the 
right chemical constituents for the manufacture of rockwool insulation, is found 
in quantities in several deposits. é 

Kaolin, an excellent refractory material, is also found in Alexander County 

Sand and gravel in huge quantities are available at points in the beds of 
the Mississippi and the Ohio Rivers. Bituminous coal from the nearby south- 
ern Illinois coalfields presents a huge power potential for this area if utilized 


47557—60—pt. 431 
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in the generation of electrical energy. This coal, for power and for processing, 
is easily available at low rates over the network of railroads covering south- 
ern Illinois. 

Transportation for Cairo is provided by six paved major State and Federal 
highways; by four trunkline railroads, and by inland waterways bargeline servy- 
ice on the Mississippi and Ohio Rivers. 

Water, a resource in short supply in many other areas, is available in unlim- 
ited quantities in Cairo from the Mississippi and Ohio Rivers and these sections 
of Alexander County and Pulaski County bordering on the Mississippi River and 
Ohio River. 

Existing power facilities are adequate for present electric energy requirements 
and for normal or anticipated load growth. Industries with extraordinarily 
large power requirements, such as primary aluminum or other metallurgical 
plants, would have to negotiate with electric energy producers to supply the 
demand. 

As mentioned before, a large surplus of skilled, semiskilled, and unskilled 
labor is available, both male and female. 

Although all the advantages heretofore mentioned and many others favor the 
location of industry in the Cairo area, it has certain needs that, if met, would 
increase the possibility of obtaining new industry, help retain present industry, 
and materially improve the economic condition of the area. 

It is possible that some of the improvements included among these needs can 
be made and paid for wholly or in part with local tax funds or contributions 
from private sources, over a period of time. However, some of the needs, im- 
provements, and services mentioned following fall within the province and func- 
tions of the Corps of Engineers, U.S. Army, or the U.S. Forestry Service, Depart- 
ment of the Interior, who have appropriations for such work. 

To make other improvements and to construct certain community city and 
industrial facilities would require financial assistance in the form of long-term 
loans so that the needs and improvements could be made without undue delay. 

Among other needs of Alexander County, which it is felt will help to alleviate 
unemployment in the area, help bolster the economy of the Cairo area, and 
which will make the area more attractive for the location of industry, are the 
following : 

The straightening of, and the removal of obstructions from, the Cache River; 
and the deepening of the channel of this river at its lower end to accelerate the 
runoff of water draining into the Cache River during periods of heavy rainfall 
to prevent the overflowing and flooding of all farmlands, highways, and railroads. 

The elevation of the old Cache River Basin levee, which borders the so-called 
drainage district on the north, from the present 57 feet to a height of 65 feet on 
the Ohio River gage at Cairo. This would provide the drainage district, which 
holds great potentials for the future location of industrial and residential areas, 
the same sure protection from flooding now enjoyed by the city of Cairo. 

The filling of that area of the drainage district to highway grade which is 
located between U.S. Highway 51 and the Ohio River levee and bordered on the 
south by ‘the Cairo city limits, and on the north by the old Cache River Basin. 
This would provide well-drained industrial sites, fronting U.S. Highway 51 on 
the west and the Ohio River on the east. This property has a railroad bordering 
its length on the east. 

All of the above needs are flood-control projects and are well within the scope 
of work normally done by the Corps of Engineers, U.S. Army, and should be 
provided for in appropriations to the U.S. engineers for flood-control work. 

The enactment of legislation by Congress for the adoption of the 12-point pro- 
gram of the Shawnee National Forest project as proposed by a committee of 
Illinois Public Aid Commission officials, and which was later approved in a 
resolution by the Mississippi Valley Association, wherein it was urged that Con- 
gress incorporate this program into a bill and implement it with sufficient money 
to insure its success. This project would provide employment for many workers 
in the lower skills, reduce public-assistance costs, provide additional recreation 
areas for this county, provide erosion control and forest-fire control, and improve 
the forest resources of southern Illinois. 

The following needs and improvements for the city of Cairo are felt to be the 
more important and, if fulfilled and made, would alleviate unemployment by 
providing work during construction and would allow the Cairo area to attract 
industry that would absorb the labor surplus existent, and would provide a 
better skilled labor force, adequately trained to man such industry. 

Sewer and drainage problems in Cairo are complicated by reason of the city’s 
topography in relation to the two rivers which surround the community on three 
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sides. Sewage reaches the Ohio River by gravity during low river stages but 
above gage height 32 it is necessary to pump sewage out. Excessive surface 
water in certain parts of Cairo takes place from time to time and is caused by 
several factors: (a) Insufficient sewer capacity to carry off heavy rainfall; (6) 
insufficient pumping capacity; and (c) rising ground water level due to pro- 
tracted high river stages. 

The sewage system of Cairo is obsolete, badly overloaded, and is in urgent need 
of vast repair and reconstruction. 

Cairo is confronted with a housing problem and cannot expect to adequately 
house workers or attract industry until this problem is on the way to solution. 
There are several areas of obsolete and obsolescent housing containing numbers 
of dilapidated houses, with such examples as houses of inadequate original con- 
struction, with makeshift walls, without foundations, and with dirt floors, and 
substantial sagging of floors and roofs; shaky, unsafe, or missing porches, and 
so forth. 

The obsolete and dilapidated houses in these areas shouid be razed and houses 
rebuilt to conform with modern standard building practices. The housing prob- 
lem in Cairo demands a plan of slum clearance and redevelopment to bring the 
housing of the city to acceptable standards. Financial assistance is needed in 
acquiring, clearing, and rebuilding these areas. 

The Cairo school system is outdated. There are too many small schools, re- 
sulting in high operating cost per pupil and an overlapping of service areas. 
One of the present schools was erected in 1867, another in 1872, which was origi- 
nally used as a high school, another built in 1888, another in 1892, and one in 1908. 

Present buildings do not lend themselves to modern school practices, will not 
accomodate cafeterias for school-lunch programs, and do not include auditor- 
iums, or departments for music, physical education, and health. Other schools 
need renovating, additional gymnasium facilities, additional classrooms, new 
heating plants, and other facilities and additions. 

Replacement of these obsolete structures is imperative. The Cairo School 
District is bonded to capacity and cannot undertake the construction and im- 
provements needed without financial assistance. 

Complete plans for constructing the needed new housing, schools, and addi- 
tions, and sewers and making the necessary improvements to these and other 
community facilities are set forth in detail in the Cairo comprehensive plan 
which has been adopted by the city of Cairo; however, as stated, many of the 
improvements and much of the construction mentioned cannot be made without 
the assistance of long-term loans or grants. 

The confluence of the Ohio and Mississippi Rivers is one of the most important 
geographical points in the United States. This point has played an important 
part in the history of this Nation, down through the years from Marquette and 
Joliet’s first sighting of the joining of the two rivers, the Civil War, and to the 
present day. It is a natural historical and recreational area for the location of 
a State or national park. The building of a riverfront park at the confluence 
of the Mississippi and Ohio Rivers would tend to increase tourist traffic through 
the Cairo area and help to improve the economy of this community. 

Cairo, at one time, was an important grain center and river port. Many 
commodities were brought in by barge, transshipped by rail, and distributed to 
a wide area of the Middle West from this point. It is believed that with ade- 
quate modern facilities for the transfer of bulk and packaged commodities from 
barge to rail and truck, and from rail and truck to barge, Cairo could recapture 
its former importance as a river port and distribution center. Cairo has an ex- 
cellent river harbor and river frontage that could accommodate modern dock 
and terminal facilities and warehouses. Local funds assisted by long-term loans 
could build these facilities. 

Many smaller industries in establishing new plants seek locations providing 
already built modern one-story factory buildings, which these industries usually 
lease on a long-term basis, or buy on an amortization basis over a period of 
years. Other industries may prefer to build their own buildings to suit their 
particular needs. These sometimes require the grant of an industrial site from 
the community. Cairo needs the financial assistance which, with local funds, 
would allow the acquiring of industrial sites and the construction of modern 
industrial buildings. 

Badly needed in the Cairo area and the extreme southern section of southern 
Illinois is a program to step up the skills of the large surplus of labor which 
exists. Retraining of this labor is needed to increase the skills of construction 
workers, provide skilled workers in the tool and die and machine trades, and to 
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convert large numbers of unskilled workers into skilled tradesmen. Facilities 
and know-how to accomplish this are possessed by progressive Southern Illinois 
University. Federal assistance in the form of grants should be provided South- 
ern Illinois University for this purpose. 

It is felt that the enactment of Senate bill 2663 will provide the financial 
assistance needed, through the medium of long-term loans, to make necessary 
improvements to community and municipal facilities and to construct industrial 
buildings. Construction of these facilities would provide immediate jobs and 
enable the community to better attract industry to provide permanent job op- 
portunities, alleviate unemployment, and elevate the economy of the area. It is 
also felt that fast tax writeoffs will be of material benefit in seeking to locate 
industry in depressed areas. 

It is believed that the figure of $200 million mentioned as the maximum in 
notes and obligations to be outstanding at any one time for purchase by the 
Secretary of the Treasury is inadequate and recommend that the bill be amended 
to show twice this amount, or $400 million as this figure. 

It is further recommended that the figures 3344 percent required from local 
sources and 66%4 percent as the maximum loan be changed to read 25 percent 
and 75 percent, respectively. 

Doles, handouts, or a return of WPA is not wanted; however, it is felt that 
certain depressed areas need the assistance of long-term loans this bill would 
give, and respectfully urge that this Senate Labor Committee approve this 
legislation and use every effort to effect its enactment. 

Mr. Werks. I might state here that I feel very strongly that we need 
some sort of assistance such as the area redevelopment bill. I think 
itis S.722. Is that essentially the same bill, Senator, as S. 2663 ? 

Senator Doveas. Yes, it is. Mr. Weeks, i greatly appreciate this 
testimony, coming as it does from the chamber of commerce because, 
very frankly, part of our trouble has been that the U.S. Chamber 
of Commerce has opposed this measure along with the National Asso- 
ciation of Manufacturers. 

Mr. Weeks. Weare cognizant of that. 

Senator Doveras. Yet the local chambers of commerce in the areas 
affected generally support such a measure. Is there anything you 
can doto change the attitude of the national chamber ? 

Mr. Weeks. I am afraid not. We are affiliated with the U.S. 
Chamber of Commerce, but these chambers in the southern Illinois 
area and these other areas of high unemployment in the Nation I 
think are just a drop in the bucket to the total membership of the 
U.S. Chamber, and I don’t think that we could sway their opinion. 

Senator Doveras. Yes, but you see you are not alone in this. The 
textile centers of New England, the coal mining centers of Pennsyl- 
vania, the textile centers of New Jersey, the areas of eastern Kentucky 
and some in western Kentucky. Over the country there is much the 
same situation. In Scranton, Pa., the local chamber of commerce is 
strong for such a measure. If you send delegates to the national 
convention, annual convention, of the chamber of commerce, you could 
make a protest from the floor. It would help very much. 

Senator Harrxe. I intended to comment along the same line. Mr. 
Fackler in testimony before this committee testified he had the support 
of the local chambers of commerce when he testified that. unemploy- 
ment may be a positive economic good for a community, and it was 
hard for me to recognize how unemployment would ever be good for 
a community. 

Mr. Werks. Not in the percentages that we enjoy. 

Senator Harrxe. I think Senator Douglas makes a real point here, 
because they do on pretext or on misinformation or peters alon 
the line represent that they are the voice of all the local chambers o 
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commerce, and in answer to my specific question on that point they 
asserted very definitely in the affirmative that it was a very small 
minority of the chambets. And I say to you that at all the hearings 
I have conducted and have attended, and it has been quite a few, I 
have made it a point in each one of the hearings to ask this question 
of the various chambers. I have yet to find one which has supported 
the theory. 

Mr. Werks. Their policies don’t reflect the opinion of all of the 
chambers of commerce. 

Senator Dovenas. I wonder if anyone knows whether the Marion 
Chamber of Commerce has taken any action. 

Senator Harrxe. I want to thank you, Mr. Weeks. 

Senator Dovatas. Thank you, Mr. Weeks. 

Senator Harrxe. I assure you that the Marion Republican has, sir. 

Is Mr. Maurice Campbell still here? Mr. Maurice Campbell, of the 
Chamber of Commerce of Benton, IIl., is submitting a statement which 
will be included in the record. 

(The written statement of Mr. Campbell follows :) 


PREPARED STATEMENT OF MAURICE L. CAMPBELL, REPRESENTING THE BENTON CHAM- 
BER OF COMMERCE AND THE BENTON CIVIC AND INDUSTRIAL ASSOCIATION OF 
BENTON, ILL. 


My name is Maurice L. Campbell. I appear before this Senate Subcommittee 
on Unemployment, representing the Benton Chamber of Commerce and the Ben- 
ton Civie & Industrial Asosciation of Benton, Ill., to present testimony concern- 
ing unemployment conditions in Benton and the surrounding area. For the 
sole purpose of establishing my qualifications in presenting such testimony, I 
state that I hold a degree in economics from the Wharton School of Finance 
and Commerce of the University of Pennsylvania with majors in accounting and 
industrial engineering. I have owned and operated a retail furniture and hard- 
ware store in Benton for more than 30 years. My personal contact with the people 
of the area, as well as its problems and economic position, has been close and 
continuous. 

It is my desire to make this testimony entirely objective and factual. During 
my adult lifetime, which has been spent entirely in this area, I have given much 
thought as well as effort to the improvement of the economic position of the 
people who reside here. 

Adequate testimony has been presented covering most, if not all, of the ap- 
proaches to the critical problem of unemployment which currently exists, as well 
as the history of the problem and its causes. I shall attempt to confine this 
presentation to the sociological and economic aspects of the matter under con- 
sideration. 

SOCIOLOGICAL ASPECTS 


Much testimony has been given at this hearing, as well as in past hearings, 
establishing the personal hardships which exist due to the severe unemployment 
condition in the area. Statistics have also established that the area has one 
of the most critical unemployment problems in the Nation and that this con- 
dition has prevailed constantly for many years past. It has been overwhelmingly 
shown by competent testimony that such a condition results in severe hardships 
on a great number of individuals and their families, forces people to leave the 
area at great personal and economic loss, and prevents the normal development 
of family, social, and civic life. Such a situation is contrary to the concepts of 
American citizenship, which has always provided people the right and privilege 
to have the opportunity to work. As the matter now stands and has stood for a 
number of years past, many competent and industrious citizens of integrity are 
faced with the tragedy of no opportunity to earn their living. 

People of the area have normal talents, are apt to learn, and industrious 
by nature. Industrialists who have moved into the area have been most favor- 
ably impressed with the high standard of productivity of the native workers 
whom they have employed, as well as the spirit and cooperation which these 
workers exhibit. Workers who are forced to leave the area are held in high 
esteem by employers in other sections. 





1800 UNEMPLOYMENT PROBLEMS 


A great potential wealth represented by such an available worker population 
has remained undeveloped in the area. This is in no sense due to apathy or in- 
action on the part of the area leadership. Much effort has been expended to 
improve the situation, but the results have been relatively minor and ineffective, 
due to the impotency of the means available for such work, as well as apathy at 
the national level. Even so, the results are phenomenal when due consideration 
is given to the very limited means with which to work. However, attention is 
invited to the fact that minor improvemens are not enough to be considered 
successful and that an effective solution can only be accomplished by an assump- 
tion of equal responsibility on the part of both State and Nation. 


ECONOMIC ASPECTS 


Natural resources, tangible and intangible, in the area are most favorable. 
The location is within a few miles of the population center of the United States. 
Transportation facilities of all types, except water, are among the best. Water 
transportation can easily be acquired if one of the area programs is made possible 
by the enactment of Federal legislation. Much preliminary work and engi- 
neering have already been done in connection with canalization of Big Muddy 
River and the development of Rend Lake. Specific factual testimony on these 
two projects has been presented concurrently. 

There is an abundance of undeveloped coal, oil, and other minerals, which 
could be developed if low-priced water transportation is made available. 
Presently, coal can be delivered to midwestern markets at a substantially lower 
cost than that which is shipped by rail from the southern Illinois coalfields. 
More distant coal-production points, where water transportation is available, 
have a substantial advantage in landed cost of the same quality product. 

Establishment of Rend Lake would make possible the development of tre- 
mendous power facilities which would result in the attraction of many types 
of important heavy industries. 

The unfortunate part of such a situation as now exists is that all of these val- 
uable advantages are present but until developed, they are worthless as local, 
State, and National assets. These undeveloped assets are awaiting development, 
which can be positively accomplished on a sound, beneficial, and self-liquidating 
basis, resulting in great economic benefit to all concerned, if Federal assistance 
is given. 

SUMMARY AND CONCLUSIONS 


The failure to develop potentially rich and valuable natural resources in the 
area results in retarding sociological development at the expense of the people 
whose families have been residents of the area for many generations past, as well 
as lowering the national wealth and prosperity. The responsibility for such 
a situation is not solely that of the local residents, but equally the responsi- 
bility of the Nation. The cost of public weifare alone in the area is constant, 
as well as staggering. This expense is borne by National, State, and local gov- 
ernmental agencies. To reduce the number of recipients of public welfare by 
providing job opportunities within the area, would, in itself, be a substantial 
savings. The broadening of the tax base resulting from development of indus- 
try and its resultant employment of presently unemployed, would produce a 
surprisingly large amount of money in tax income from individual workers as 
well as industry A program for furnishing Federal funds, not as an outright 
gift or subsidy, but as capital for economically sound development appears to 
be the solution for this problem. Funds furnished by the Federal Government 
would be recovered over a period of years and would accomplish relief of the 
individual hardships, as well as restore a normal opportunity for community 
prosperity and development, which under the present situation is unattainable. 


Senator Harrxe. Mr. Chester Lewis, city manager of Mount Ver- 
non, Ill., and Mr. Joe Winfrey, secretary of the chamber of commerce, 
Mount Vernon, Tl. 

Mr. Lewis. I would like to present the mayor of Mount Vernon on 
my left, Mr. Virgil Bailey, and the secretary of the chamber of com- 
merce, Mr. Joe Winfrey, on my right. 
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STATEMENT OF CHESTER LEWIS, CITY MANAGER, 
MOUNT VERNON, ILL. 


Mr. Lewis. Mr. Chairman, Senator Douglas, and Congressman 
Gray, I am sure you are quite tired after a long day. Therefore, we 
will spend I should say about 8 minutes and we will be finished. 

(The written statement of Mr Lewis follows :) 


PREPARED STATEMENT OF Mr. CHESTER LEWIS, CITY MANAGER, OF MoUNT VERNON, 
ILL. 


Senator Hartke, committee members, and ladies and gentlemen, the people 
of this area welcome the opportunity to provide the Senate of the United States 
with basic information concerning the economic situation in southern Illinois. 
The statistics as to unemployment, the relief rolls and unemployment insurance 
are at your disposal through Federal Government sources and for that reason 
such reference as may be made to these will only support conditions relative to 
basic needs. 

The area consisting of Wayne, Hamilton, and Jefferson Counties has for the 
past 5 years to our knowledge been an export labor market for large metro- 
politan cities, the nearest being St. Louis and Chicago. According to institutional 
information 150 skilled and semiskilled persons have migrated each year from 
Jefferson County alone. These, being handpicked by employers of the metro- 
politan areas, naturally are the cream of the crop. Many of these people still 
retain their residence in Jefferson County and commute on weekends. 

This has been necessary in many instances because of the establishment of 
homes and homeownership, children in school, in some instances the care of aged 
parents, and many other facts that prevent their moving to their place of 
employment. Their concern for security has not been due to the fact that better 
wages were available elsewhere but because of the fact that no wages were avail- 
able locally. 

The growth of population, as we are sure will be pointed out by several wit- 
nesses in this area, has not kept abreast with that in metropolitan centers. In 
fact this growth is falling far below the national increase in population during 
the past 10 vears. In Mount Vernon, the metropolitan center of Jefferson County, 
the population analysis over the past 30 years reflects a near normal growth. 
In 1930 the population of Mount Vernon was 12,375. During most of the thirties 
it remained dormant; however, during the late thirties the oil industry moved 
into the area and supplied a transfusion to the economy and added substantially 
to the population. By 1940 the population was 14,724; in 1950, 15,600, and is esti- 
mated for 1960 at 18,000. 

The oil development and exploration has continued for the past 20 years and it 
has been substantially responsible for what appears to be a somewhat normal 
growth. When the primary production had declined to an economic low the in- 
genuity of the men in the industry stimulated a search for a successful method 
of recovering additional oil from the proven reservoir. Most of southern Illinois 
oil development has been initiated by small independent operators bringing to- 
gether hundreds of small investors. The life of the industry has been preserved 
by a special tax concession known as the depletion allowance, which has to some 
extent minimized the long odds against exploration. Just within the last year 
several of the major companies employing a number of people on relatively high 
salaries have closed local offices and moved their employees to areas outside 
Illinois. This has been a substantial economic loss to Mount Vernon and to 
other Illinois towns within the oil producing region. 

The loss of these payrolls and the migrating employables has amounted to 
a potential loss in income of more than $1 million annually. In other words, 
under normal circumstances, with a normal industrial growth, the community 
should have produced an increase of approximately the same amount. Certainly 
the area cannot lay the blame for this condition to any one factor and under 
no circumstances to the people of the area. The will to help themselves is not 
lacking in any way among downstate people. In order to stimulate new manu- 
facturing in Mount Vernon the people have provided monetary assistance, 1lo- 
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cation sites, and adequate labor supply for interested industries, but apparently 
this is not enough. Some of the furnished incentives have borne fruit and light 
industries making their homes downstate have not regretted it. There has been 
a tremendous effort to maintain steady employment in manufacturing during the 
past 5 years; however, we have had a gradual decline during the time when 
most metropolitan areas have shown rapid gains. 

There are half a hundred Federal and State major projects under consideration 
in this area, running the gamut from small conservation ponds to multimillion 
dollar four-lane interstate highways. A few of these have reached final plans, 
however the greater majority are preliminary in nature with no assurance of 
final approval or even of construction after approval. The general opinion among 
downstate business enterprises concerning the future, places emphasis on two 
definite needs: major four-lane arterial highways and plentiful supply of im- 
pounded water. 

The reasoning supporting their position is based (1) on the need for adequate 
quantities of fresh water for basic heavy and light industries; (2) adequate 
fast transportation facilities to meet supply and demand of production any place 
in the United States. Presently neither exists but both are potentially avail- 
able. We believe it essential that the Federal and State Governments give 
priority to these projects as a means of reviving interests of private enterprise 
in southern Illinois. We appreciate the fact that we have many good Federal 
and State connecting roads that would materially enhance the flow of traffic 
on an interstate four-lane system. 

There is another important element supporting our position. This concerns 
the rapid increase of local taxes while the value of business property is suffering 
loss of real market value due to the decreasing income. Most cities, realizing 
their problem, are approaching long-range planning with a view toward rejuvena- 
tion of commercial properties and at the same time cities are taking advantage 
of the Federal urban renewal program as a means to remove blight areas. 
Both these efforts cost large sums of local tax money as well as Federal funds. 
Neither of these tasks are of any material value unless the community can hope 
for increased income through the establishment of financially sound institutions 
and industries. To obtain a minimum of success the task appears to require 
a concentrated effort on the part of Federal, State, and local governments 
and private enterprise working in cooperation to coordinate the needs, estab- 
lish priorities, and develop the necessary essential facilities without undue delay. 
We believe it is essential that community labor markets be maintained at a high 
employment ratio as a means of keeping employee migration to populous centers 
toa minimum. We believe this is possible only if Government units are specifi- 
eally instructed to provide the facilities where feasible on a priority bases. 
This area in Illinois is presently isolated by a lack of adequate transportation 
facilities. The plans for such facilities in the form of interstate highways and 
connecting roads are on the drawing boards in many instances. Indecision 
in others is holding up plans. 

It would appear to us that quick decisions should be exercised by Federal 
and State Governments with a view toward construction at the earliest pos- 
sible date. 

Your attention is directed to two interstate highways planned for this area, 
U.S. 57 and U.S. 64. In the case of U.S. 57, the decision to construct has been 
made. This highway will link Memphis, Tenn. and Chicago, and will be coupled 
with cities along the route. We believe it is important that final location surveys 
be completed, and especially that construction policies give precedence to begin- 
ning work in economically depressed areas instead of the metropolitan centers. 

In the case of U.S. 64 there continues to be indecision as to location. As the 
highway is intended to connect major cities in Indiana and Kentucky with St. 
Louis, passing through this economically depressed area, a final decision should 
be made, giving full consideration to the needs of small population centers 
en route. Again, the Federal and State Governments should give priority in 
planning and construction to the economic needs of small urban centers. These 
are important transportation links and deserve the concerted effort of the legis- 
lative branch of the Federal Government. 

Whether heavy and light industries began an exodus in this area because of 
poor communication facilities or transportation facilities is difficult to analyze. 
We are however aware that industrial agents seeking locations at present are 
vitally interested in locating where transportation is rapid between metropolitan 
areas. In any case the exodus began and continues. Since 1954 these industries 
have moved from Mount Vernon: Mount Vernon Car Manufacturing Co., em- 
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ploying 1,450; Autolite Co., employing 150; Swift & Co., employing 35 and Starr 
Bros., employing 35, for a total of 1,670 employees. During the same period of 
time, through tremendous .community effort, these industries moved into Mount 
Vernon: General Radiator Co., Hans Industries, and Precision Engineering Co., 
employing a total of 248. 

Mount Vernon was dealt a tremendous economic blow when the Car Manufac- 
turing Co. closed, leaving, 1,450 unemployed. Through tremendous promotional 
activity the industrial employment has been to quite an extent stabilized. How- 
ever many of the former employees of this major industry, being highly skilled 
persons, have migrated to larger cities, not with the desire to leave this area, 
but for purely economic reasons, the net loss to the community amounting to 
approximately $6 million annually. Many of these persons are living in over- 
crowded metropolitan areas and would welcome a chance to earn a livelihood 
in their home community. 

Referring to but one of several proposed projects of water supply in southern 
Illinois, Rend Lake. Both the Federal and State Governments have reviewed 
the proposals. Five years ago a large area by referendum supported the organ- 
ization of the Rend Lake Conservancy District. Since that time the project has 
been surveyed and subsequently has been in and out of the Illinois General 
Assembly and the Senate of the United States. The water impounded by this 
reservoir would supply many urban communities that at the present are inade- 
quately supplied or near a critical point in their supply. With this lake an 
almost inexhaustive supply of fresh water both for domestic and industrial use 
would be assured. 

The Mount Vernon Chamber of Commerce has within the past year received 
six requests for information concerning the establishment of substantial manu- 
facturing firms in the area, with the required stipulation for water supply 
amounting to three or four times the total domestic and industrial use and ap- 
proximately twice the amount available under normal circumstances. These 
industries alone, if located in this particular area, would have entirely alleviated 
the unemployment situation. Even one or two of these industries would stimu- 
late commerce to the point where a substantial increase in employment would 
develop in the area. 

We believe that Rend Lake is a link in making the economy sound and 
self-supporting. We believe that the Federal and State Governments should 
give serious consideration to the construction of this reservoir as well as others 
in the area on a priority basis. We know that the officers of the conservancy 
district have made extensive surveys in the field of the potential economic 
development. We are sure that they have all the vital facts and statistics 
necessary to support our claims. 

We are asking for no Federal Government handout. We are not paupers 
or beggars. We firmly believe that the function of government is to help those 
who help themselves as well as those unable to help themselves. We are trying 
in every way to build a sound, progressive program and feel that with the loan 
and assistance of Federal services that program can succeed. 


Mr. Lewis. That is all, gentlemen. We are open to any questions. 


STATEMENT OF VIRGIL BAILEY, MAYOR, MOUNT VERNON, ILL. 


Mr. Barry. Mr. Chairman, Congressman Gray, Senator Douglas, 
I want you to know that I am greatly honored in having the oppor- 
tunity of coming down here to lend assistance to your bill. I want 
to assure you that in our community we have 20,000 people and all of 
those people are in sympathy with your bill. 

T heard you say during this hearing that there were people in this 
area who are opposed to your bill. Well, it’s bevond my conception 
how anvone could be opposed to such a bill. 

Now I would like to say just one or two things here. I have listened 
very attentively to all of the comments that have been made here and 
I think I could make a suggestion. I am awfully sorry that I am not 
familiar with the full details of your bill but I think I could make 
a suggestion or two that would expedite the possibility and probability 
of obtaining industry for southern Tllinois. The whole situation is 
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this: What every town in southern Illinois is interested in is one thing, 
new industry. For what purpose? For the purpose of solving this 
unemployment situation. 

Now at the present time in our community we have 1,000 people 
drawing unemployment compensation. That’s a deplorable situation 
when a few years before we had absolute prosperity. We had full 
employment. 

Now the question arises—and I fully agree with Mr. Lewis. Mr. 
Lewis says we are not looking for a handout. I don’t think there is 
anyone in southern Illinois looking for a handout. I think all we 
want to do is to get what would help our communities without getting 
1 cent as far as we are concerned from the Federal Government, and 
that could be done in this manner. I was very much amused to see 
that a town like Cairo that has unlimited water say that he didn’t 
think water played an important part and wasn’t indispensably 
necessary to get industry. Maybe that is true, but anyway water is 
important. d I want you to know that the people in this area are 
for Rend Lake because we know that the future of any community is 
going to be whatever the water resources we have. No question about 
that. It is indispensably necessary. 

Senator Dove.as. May I interrupt a minute. My memory is very 
poor on this, but am I wrong in thinking that when the original vote 
was taken on the creation of the Rend Lake Conservancy District 
that the Mount Vernon precincts voted against it ? 

Mr. Battery. Well, I think that’s true, but they weren’t familiar 
with the issue. There wasn’t very much propaganda or any effort 
made to sell the idea and, you know, it is a matter of psychology that 


what people don’t know anything about they naturally vote against. 
I think today if you would vote in our community as to whether we 
wanted Rend Lake or not, I feel sure—I am making this a conserva- 
tive estimate—that more than 90 percent of our people would vote for 
it today. Before they didn’t understand and no effort was made to 
sell it to them. 


EMPLOYMENT OPPORTUNITIES BROADEN TAX BASE 


In conclusion, I just want to say this, Senator. We have got a 
thousand people that are drawing unemployment insurance. Now that 
isn’t all the unemployed people because there is a great number of 
people that aren’t eligible. Now what has Mount Vernon done to try 
and solve that situation? We organized the Mount Vernon New In- 
dustry, the businessmen. I am director in that industry. We raised 
by subscription approximately $150,000 for the purpose of locating 
new industry and we succeeded in locating three small industries but 
our unemployment was increasing faster than the small factories that 
we could entice to come into our community. We took that $150,000 
as a basis and we went to the banks and borrowed every dollar we could 
borrow and we financed 100 percent three small industries, all of 
which are successful, and probably at the present time wouldn’t you 
say they are employing 250 people? But they are paying, Senator, 
their payments on their buildings. 

There are two factors which I think would solve the southern II- 
linois situation. No. 1 is this: I think that the Federal Government 
should make available funds to factories 100 percent, not 65 percent 
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but 100 percent, of the cost of the building and the ground. Now, 
Senator, I have been on this New Industry board for 3 years and 
practically every industry we have contacted wants the community 
or someone to finance these factories 100 percent. Just the building 
and the ground. They will furnish the machines and they will fur- 
nish the working capital. But they do want a building and ground 
amortized over at least 20 years. 

We have loaned this $150,000 together with all the money that we 
could borrow to finance those three factories, and those are sound 
investments. They make their payments regularly and most of them 
are expanding their industries. 

No. 2 is this: I know that during the war effort in order to get 
factories to expand, the type of factories important to the war effort, 
you permitted the factory to charge off their plant in 5 years. I am 
telling you two Senators, and I am telling you, Congresman Gray, that 
the situation is so distressing, is so deplorable in southern Illinois, 
that it would be a moneymaking proposition to the Federal Govern- 
ment if they would permit factories which will locate in these dis- 
tressed areas, if they would permit them to charge their building off 
within 5 years. That would be the finest thing that would attract 
industry; that would attract industry to this distressed area in my 
opinion where nothing else would. And it would be financially sound 
to the Government for this reason: Here are a thousand people in 
Mount Vernon who would not draw unemplyment, notwithstanding 
the thousands on relief. And those people would work and pay income 
tax to the Government. 

I tell you this, gentlemen. We have a town we are proud of. I am 
not being pessimistic; I am being realistic. Our town is at the lowest 
ebb it has been for the past 25 years and it is gradually decreasing. 

I think those two things should be incorporated in your bill. 

I want you to know that we are proud in our community of the 
interest and unstinted service you have given to solve our problems. 

Senator Dovaenas. May I ask if the chamber of commerce agrees 
with this? 

Mr. Winrrey. Yes, sir; wholeheartedly. 

Senator Dovetas. Are you in favor of S. 722? 

Mr. Winrrey. Yes, sir. I have read the bill sometime back. I 
can’t quote it, but I am in favor of it. 

Mr. Battery. I might add this. We have done everything that lies 
within our power. There isn’t anything more we can do. We have 
done everything we can to attract industry. We can’t go any further. 

Senator Hartke. I don’t want to interrupt you. I am going to have 
to leave. Senator Douglas is going to complete the hearing but I am 
going to have to go back. 

I want you to know I have enjoyed being here, but I wish that I 
could come back another time and hear just a little bit brighter picture 
for southern Illinois. I think the area has a serious problem. 

I just want to say this one thing, mayor. How wonderful a 100- 
percent program would be if it doesn’t hit the veto trail. 

Mr. Batxey. I don’t believe that program would be vetoed because 
it has been used in homes and other things very successfully. I think 
this: I think there is going to be some people from southern Illinois. 
I think they will take a delegation down there. It will be harder this 
time. After all, this is election year. 
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Senator Doveras. Mr. Diedrich Helmers, mayor of Chester. Mayor 
Helmers, we are very grateful to you and we hope you will forgive 
us for having you here all day. It has been a very crowded day. We 
appreciate your courtesy and patience very much indeed. 


STATEMENT OF DIEDRICH HELMERS, MAYOR OF CHESTER, ILL. 


Mr. Hetmers. Thank you a lot, Senator Douglas. I am very happy 
to be here today and I didn’t mind waiting because I am very inter- 
ested in employment for our people of southern I]linos, as I have 
heard here today in various testimony that Chester is not the only 
community that has unemployment problems. 


LOSS OF INDUSTRY-—LOSS OF YOUTH 


We of Chester have been concerned over our youth leaving our com- 
munity when they graduate from high school or college. That is one 
thing that is a detriment to any community—to have their youth leave 
to secure employment elsewhere. 

In February of this year our community was again penalized by the 
removal or the moving out of the International Shoe Co., which em- 

loyed about 450 people. For the past 40 years the International 
Shoe factory has been located in Chester and has furnished employ- 
ment for its people. They employed a high of about a thosuand peo- 
ple 4 or 5 years ago but due to the fact that the plant and type of 
shoe that they manufactured, it was obsolete, and the sales for that 
type of shoe dropped off, thereby causing them to close. 

In various other industries that we have in Chester we employ ap- 
proximately 400 in about 8 smaller industries there and on their rec- 
ords they have applications for around 375 people in their files. 

Farming has been mentioned here various times, and there again our 
community, being a part farm community, is falling down on that 
economic income. Most farms are small units and are being converted 
into large tracts, thereby putting some of those tenants out of work. 

Now we also have the State institutions there which employ a 
number of people from not only Chester but all of southern Illinois. 

A lot of our people there drive hundreds of miles to seek employ- 
ment, such as your larger metropolitan areas, and a lot of the people 
that were employed in the shoe factory drive either daily or weekly 
back and forth. 

They are very interested in their community and they own their 
homes in Chester and they are very hesitant to move away from 
Chester. 

I think that about sums up our position at Chester. 

Senator Doveias. Mayor Helmers, have you had a chance to study 
S. 722, the area redevelopment bill ? 

Mr. Heimers. I haven’t had a chance to study it, Senator, but I am 
sure that would be a big help to have a bill such as that passed. 

Senator Dovetas. If I remember the Chester shoe factory, it was a 
four-story factory ? 

Mr. Hevmers. It wasa three story. Yes, three story. 

Senator Dovetas. Is that type of factory somewhat obsolete now? 
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Mr. Hetmers. Yes; most multiple-story buildings are obsolete as 
far as most types of industry are concerned. That and also the fact 
that it was in the center of town with no parking facilities. 

Senator Doveras. But the ground floor could be used for a new 
plant at least ? 

Mr. Hetmers. Yes, sir; it could. It could be utilized by light 
industries. 

Senator Doveras. Thank you very much, Mayor Helmers. Would 
you talk to your local chamber of commerce and see if you could get 
them to support S. 722? 

Mr. Hevmers. I certainly will, Senator. Thank you a lot. 

Senator Doveras. Is Mr. Carl Taylor here, International Brother- 
hood of Electrical Workers? 


STATEMENT OF CARL TAYLOR, INTERNATIONAL BROTHERHOOD 
OF ELECTRICAL WORKERS 


Mr. Taytor. My name is Carl Taylor and I work for the Interna- 
tional Brotherhood of Electrical Workers Union here in West Frank- 
fort. We represent the electrical workers from Cairo to Vandalia. 

I didn’t have much of anything prepared. In fact, I am just doing 
a little pinch hitting now, but I do want to tell you that we are happy 
you people come to West Frankfort and show your interest in our peo- 
ple down here, and we want to appear here and show you our grati- 
tude for coming here. 


URGES PASSAGE AREA REDEVELOPMENT BILL (8S. 722) 


We want you to be proud of the fact that we know you have bill 
S. 722 pending. 

We fave had our ups and downs in southern Illinois as far as labor 
is concerned and we realize probably we went through some growing 
pains. We think that we have learned a lot and we know how better 
to get along. We know that we have a lot of skilled people and we 
have some of the best mechanics in this area that there is in the business 
by the fact that the contractors have told us so without pulling it out 
of them involuntarily. 

We try to be part of the community, the unions do. Many of our 
unions here belong to the chamber of commerce. Our particular union 
does. We belong to southern Illinois, Ine. 

We want to lend a hand and that’s what you people are trying to do. 
We want. to lend you a hand when you come to our community. 

Now actually our employment is the lowest in 10 years. ‘The econ- 
omy isn’t too good. : a 

In our opinion the employment will not increase in this area and we 
urge the passage of bill 722 or any other bills relative to the develop- 
ment of our State. ; ao 

I could go on but it’s been gone over several times and I don’t wish 
tobe repetitious. Idon’twanttotakeyourtime. | 

We just would like for you people to make it possible for our people 
to work and make a living. 

We thank you. 

Senator Douetas. Thank you, Mr. Taylor, very much. 

Is there another witness ois wishes to appear ¢ 





1808 UNEMPLOYMENT PROBLEMS 


STATEMENT OF MRS. JULIUS WALNER, HOUSEWIFE 


Mrs. Watner. My name is Mrs. Julius Walner. In 1955 my hus- 
band drove for Hayes Freight Lines. Well, they gave him—Benton 
was our home—2 weeks’ notice that they were closing and moving out 
of the territory. That threw everybody out of work unless they agreed 
to buy a tractor and lease it. Well, at our age we couldn’t go into any- 
thing like that. He was fortunate that he got a job in Centralia driv- 
ing for Gordon’s, at 50 years of age. That was past the age limit. 
We moved up there but we owned our home at Benton and rent was 
so expensive, and many weeks we would get one trip. So we decided 
to come back home. Well, he was making a good living, makes good 
money, but the work and the situation, extra transportation, long- 
distance telephone calls. 

I just wanted to explain to you what happens to someone that has to 
go out and commute. 

Here in this part of the country we have no public transportation 
like they do in the big cities and about all we have got to look forward 
to now is keeping automobiles in condition to go. And even though 
you live in the depressed area and you get work outside, that’s not 
the solution to it. There needs to be something here in this reg yo x A 
that people with experience can get something to do. And I think 
that is the main thing that we need here in this community. 

Senator Dovetas. That is what we are trying to develop. 

Mrs. Watner. And I do hope that we can get transportation, but 
water and roads are—and of course our education. We have got a 
nice university but I believe there’s a lot of people would like to go to 
that university if they had some way of commuting back and forth 
daily. 

iciatie Doveras. Thank you very much. 3 

Well, I think that completes the list of the witnesses. I thank you 
all for coming and staying. Iam very grateful to you. 


x 





